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DEPARTMENTS OF STATE, JUSTICE, COMMERCE, AND THE 
JUDICIARY APPROPRIATIONS FOR 1953 


MONDAY, MARCH 31, 1952 


Untrep Srares SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. €. 
The subcommittee met at 2 p. m., pursuant to recess, in room K-82, 
the Capitol, Hon. Pat MeCarran (chairman of the subcommittee) 
presiding. 
Present: Senators McCarran, Green, and McCarthy. 


DEPARTMENT OF STATE 
INTERNATIONAL CLAIMS CoMMISSION 


STATEMENTS OF JOSIAH MARVEL, JR., CHAIRMAN, INTERNA- 
TIONAL CLAIMS COMMISSION; RAYMOND S. McKEOUGH, COMMIS- 
SIONER, INTERNATIONAL CLAIMS COMMISSION; ROY G. BAKER, 
COMMISSIONER, INTERNATIONAL CLAIMS COMMISSION; CAR- 
LISLE H. HUMELSINE, DEPUTY UNDER SECRETARY, DEPART- 
MENT OF STATE; AND EDWARD B. WILBER, BUDGET OFFICER, 
DEPARTMENT OF STATE 


1953 BUDGET ESTIMATE AND JUSTIFICATION 


Senator McCarran. We will consider next the appropriation re- 
quested by the International Claims Commission. Your estimate for 
1953 is in the amount of $350,000, which is an increase of $137,271 over 
the amount made available for this Commission during the current 
fiscal year. 

How much has been paid to claimants since the Commission was 
set up‘ When do you anticipate that this Commission will wind up 
its affairs ¢ 

We will insert page 269 of the justifications in the record at this 
point. 
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(The page referred to follows:) 


SALARIES AND EXPENSES, DEPARTMENT OF STATE, 1953 


Adjudication of claims —Internavional Claims Commission 
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PREPARED STATEMENT 


Senator McCarran. Now, I understand the full Commission is 
present ? 

Mr. Marvex. Yes, Senator. My name is Marvel. This is Commis- 
sioner McKeough, and this is Commissioner Baker. 

Senator McCarran. All right. What I want to know, first of all, 
is when this Commission is going to wind up. 

Mr. Marve. I have a prepared statement, Senator, which I would 
like to insert in the record. 

Senator McCarran. Yes; that is all right. That will be inserted 
in the record. 
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(The statement referred to follows :) 


STATEMENT OF JOSIAH MARVEL, Jr., CHAIRMAN, INTERNATIONAL CLAIMS COMMIS- 
SION OF THE UNITED STATES 


Mr. Chairman and members of the committee, I thank you for this opportunity 
to report briefly on the progress made by the International Claims Commission 
during the past 8 months. With the permission of the committee, I should like 
to incorporate my report in the record of the hearing. 

When I made my first appearance before your committee, on June 26, 1951, 
I informed you that 750 claims had been filed, totaling $52 million. That situa- 
tion, however, rapidly changed as almost 750 additional claims, totaling approxi- 
mately $100 million, were filed with the Commission during the last few days 
of June 1951. One hundred and forty-five of them are for amounts in excess of 
$100,000 and involve large industrial, mining, textile, timber, and petroleum 
industries, as well as a public-utility enterprise still functioning and operating 
throughout Yugoslavia; over 1,000 of them are based upon the ownership of 
real property, and the balance involve bank accounts, stock shares, personal 
property, ete. 

The claims have been broken down as to amounts, types, and geographical 
locations, with a view to simplifying the adjudication of the claims. As of Sep- 
tember 30, 1951, the breakdown revealed the following: 


27 claims, $1,000,000 to $14,000,000 

22 claims, $500,000 to $1,000,000 

96 claims, $100,000 to $500,000 21, 000, 000 
1,319 claims of less than $100,000 16, 686, 507 


Total (1,464 claims) 150, 686, 507 
By categories, the claims have been broken down as follows: 


(1) Bank accounts, 188 claims $834, 836. 79 
(By TR Ie NNN i ia cis ender iad ected cee Steen 59, O77, 042. 62 
(3) Personal property, 40 claims 2, 374, 006. 21 
(4) Bonds, 17 claims 218, 111. 05 
(5) Mixed personal property, 30 claims 12, 492, 212. 19 
(6) Real and personal property, 159 claims 38, 028, 161. 95 
(7) Real property, 853 claims 37, 662, 136. 11 


Total (1,884 claims) 150, 686, 506. 92 
No amounts were stated in claims for— 


Claims 
a eee ee ee 4 
Ca erence ee ahidedhds cashiduescsboninab -demisescetaainnonienstndoen 12 
re I ae al a caleetdarselipimins vg niinctunnaensi nearer’ 5 
anne nee eee eo ee nee 
[Eee ee cstabis ase coin mannnaens dhansmapmecienonimnore ct 
(Oa ee eee renee adidyulleas be eimspeceabenet 
een eee va cask mremaeerseinr arenas 


Total 


Grand total 


Since September 30, 1951, 32 additional claims, totaling $1,000,551.09, have 
been received and filed. 

Before reporting on the work actually performed, may I make a short explana- 
tion of the Commission’s approach to and it policy regarding the problems of 
adjudicating the claims. 

Three mandates have influenced the Commission in this matter: 

(1) The agreement between the United States and the Government of Yugo- 
slavia which provides that the claims filed with the Commission must be 
“adjudicated” ; 
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(2) The act creating the Commission which also provides that the Commission 
shall have jurisdiction to “adjudicate” the claims. The Supreme Court of the 
United States, in referring to an act conferring jurisdiction on the Court of 
Claims, stated: “* * * adjudication according to law * * * cannot be 
satisfied by anything less than a formal, regular, and final judgment of 
the * * * tribunal (United States v. Irwin, 127 U. 8. 125, at 129): 

(3) The agreement which guarantees a “reverter interest” to the Government 
of Yugoslavia, imposing upon the Government of the United States, and the 
Commission, the obligation to return to the Government of Yugoslavia the excess, 
if any, after payment of the awards and making the necessary deductions. 

Under this approach and policy, each claim must be sustained by allegation 
and proof of: 

(1) Bligibility of claimant.—Over 1,400 cases have been processed for a report 
from the Immigration and Naturalization Service, as to the nationality of each 
claimant. The same number of cases have been prepared and submitted to the 
Passport Division for information regarding the citizenship, expatriation, ete., of 
claimants ; 

(2) Ownership.—The best proof of which is official records obtainable in the 
form of duly authenticated extracts from land registers in Yugoslavia; in most 
cases, the Commission has been requested to secure such extracts; and under 
the law it must attempt to do so; 

(3) Valuation.—As your committee is fully aware, this is a most difficult 
problem ; in Yugoslavia there is no such thing as a “free market” and determina- 
tion of value can only be made after inspection of the physical condition of, and 
war damage, if any, to each property. 

In view or the foregoing, a staff of competent employees is needed in Yugoslavia. 

A small Field Branch, consisting of two attorneys, with clerical help, was 
established by the Commission in February 1951 in the American Embassy in 
Belgrade. This staff functioned in cooperation with a counterpart field office set 
up by the Yugoslav Government. The Commission has not had a field branch in 
Yugoslavia since October 15, 1951. 

At the present time the Commission is concerned with claims arising under the 
Yugoslav Claims Agreement of 1948 and under the claims convention between 
the United States and the Republic of Panama, ratitied on October 11, 1950. Dur- 
ing the past year procedures for processing the claims under the Yugoslav claims 
Agreement of 1948 were developed. The formulation of these procedures required 
analyses or studies by types and sizes of claims, and location of the properties 
involved therein. This also required the securing of official copies of applicable 
basic Yugoslav laws, regulations, and decrees which have been translated by the 
Commission. A digest of the laws of Yugoslavia relative to such matters as 
ownership and transfer of property or interests therein, inheritance, bankruptcy, 
corporation law, decedents’ estates, mortgages, taxation, etc., has been prepared 
by the Commission for staff use. 

Of the 1,497 claims that have been filed with the Commission under the Yugo- 
slav Claims Agreement, all have been screened by the administrative and legal 
staffs, and of this number, all but 9 have been delivered by the Commission to 
the Yugoslav Government pursuant to the provisions of article 9 (b) of the 
Yugoslav Claims Agreement. 

In addition to the aforementioned screening, some 768 of the Yugoslav claims 
have been given a legal and a valuation review by the Commission’s staff for the 
purpose of determining whether the claims, as filed, were adequate from a lebal 
and valuation viewpoint for adjudication. 

This review developed that over 90 percent of the claims reviewed were found 
to be inadequate, because of the need to secure documents and other evidence from 
Yugoslavia. As a result of this review of 768 claims, the Commission has re- 
quested 619 claimants to furnish evidence or information, as described in the 
request, and concurrently submitted requests to the Yugoslav Government for 
the furnishing of specific documents or other evidence in the case of 519 claims. 

A comprehensive survey has been concluded of claims involving principally 
farm lands (approximately 400 in number) located in the Vojvodina area of Yugo- 
slavia, the principal agricultural section of Yugoslavia, by the Commission’s 
Washington staff in conjunction with other agencies of the Federal Government. 

This survey, together with exchange of information to be furnished in accord- 
ance with an arrangement with the Swiss and British Governments, the nationals 
of which have similar claims, will, it is hoped, expedite the adjudication of this 
group of claims. 
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As to the Panama claims, special rules and regulations were published in the 
Federal Register on November 1, 1951, setting February 29, 1952, as the cut-off 
date for filing such claims which date has been extended. by appropriate action 
to June 2, 1952. A comprehensive study has been made of over 200 files of poten- 
tial claimants and certified copies of land extracts covering the properties in 
question have been obtained from the Government of Panama and translated into 
English. A statement of claim form with accompanying instructions, have been 
prepared and are available for use by claimants, 

With the 19583 budget request entirely granted, and with the complete coopera- 
tion of the Yugoslav officials delegated to work with the personnel of the pro- 
posed field staff in the procuring of the necessary documentary or other evidence, 
it is anticipated that the following work will have been completed by June 30, 
1953 : 

(1) Requests for evidence in all claims (1,497) will have been forwarded to 
the field branch for transmission to the Yugoslav Government. 

(2) One thousand proposed decisions will have been made by the Commission. 

(3) Of the 1,000 proposed decisions, hearings will have been requested and 
concluded on approximately 150 thereof. 

The Commission subscribes to the view that the costs of the work of this 
Commission shall not, in any way, be borne by the United States taxpayer. 
The present law places this burden in part on the claimants by directing that 3 
percent of the award payments be deducted for such costs. Experience has 
shown that deductions at this rate will not be sufficient to permit this Commis- 
sion either to complete its work by March 10, 1954, or within the 3-percent deduc- 
tion of award payments required by law. This conelusion has been concurred 
in by the President’s Bureau of the Budget, as indicated by its approval of the 
1£53 estimate of $350,000. This amount, together with prior year obligations” 
of $145,852 and the current year estimated obligations of $212,729, exceeds any 
3-percent limitation by $188,581. 

Consequently, this Commission has initiated action through the Department 
of State to amend the act creating the Commission so as to require a deduction of 
an increased percentage of all award payments to defray the cost of the work of 
the Commission. Experience in undertakings by somewhat similar governmental 
agencies relating to international claims matters shows that 3 percent is inade- 
quate. The total cost to the United States Government in disposing of the 
American Mexican claims was 7 percent of the amount of the award payments. 


EXPIRATION OF CLAIMS PROGRAM 


Senator McCarran. Now, Mr. Marvel, can you answer my question? 
When is this Commission going to wind up? 

Mr. Marvet. I can answer that, sir, by saying that if we obtain 
the appropriation we requested we believe that during the next fiscal 
year we will certainly dispose of at least two-thirds of all of these 
claims so that the Commission will certainly wind up its work on the 
Yugoslavian claims within the statutory period which ends March 
1954, 

Senator McCarran. How long has the Commission been in 
existence ? 

Mr. Marvev. The law was passed in March of 1950. The Commis- 
sion was appointed on the 28th of August 1950, so it has been in 
operation for a little over a year and a half. 

Senator McCarran. I do not know what the other members of the 
committee will think. I do not speak for the committee. I will speak 
for myself individually. 

This is not going to be, so far as I am concerned, a career job. 
I will tell you that. 

Mr. Marve. Home has no horrors for me. 

Senator McCarran. What was that? 

Mr. Marvet. I say, home has no horrors for me. 

95515—52——38 
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Senator McCarran. I do not know just what you mean by that. 

Mr. Marve. I do not intend to make a career out of this job, 
Senator. 

Senator McCarran. All right. The sooner we wind this thing up 
the sooner we will get through with spending all of the money. It 
ought to be wound up. 

Now, how about your Commission? Are they always on hand to 
work on this stuff ? 

Mr. Marvet. Yes, sir. I should say that any time there is any 
work for the Commissioners to do, they have been available. 

Senator McCarran. Why is there not work for the Commission 
to do all of the time? 

Mr. Marve. We are faced first with the problem which the law 
put upon us of obtaining certain evidence and facts to either refute 
or support a claim which is filed with us. 


PERSON NEL 


Senator McCarran. How much of a staff do you have? 
Mr. Marver. We now have 24 on the staff, Senator, although we 
are authorized to have 32. 
' Senator McCarran. Will you go ahead. Your statement has been 
inserted in the record, and you may touch on the highlights of it as 
you see fit. 
REQUEST FOR FOREIGN FIELD BRANCH 


Mr. Marve. Senator, our request fer an increase in appropriation 
is based primarily upon the need to establish a foreign field branch. 
That is a field branch in Yugoslavia which will obtain the evidence 
for the Commission to consider in making awards for claims. 

The increase contemplated is to establish a field force of 14 persons, 
and the added money requested, would give us 3 additional persons in 
Washington, making a total of 17, an increase of 17 to the staff which 
we now have. We believe that if we have that staff we can comply 
with the provisions of the law and dispose of over 1,000 decisions in 
the coming year. 

Senator McCarran. Now, last year we made a recommendation, 
did we not—that is, the subcommittee made a recommendation that 
you utilize the services of the regular Foreign Service. 

Mr. Marvet. It did, Senator. 

Senator McCarran. Have you done that? 

Mr. Marvet. We have had to do that because we had no money to 
have a field force of our own. 


MAMULA CASE 


Senator McCarran. What was the name of that couple that was 
over there? 

Mr. Marvet. That couple’s name we spoke of last year was Mr. and 
Mrs. Mamula. 

Senator McCarran. Are they still over there? 

Mr. Marvet. They are not, sir. 

Senator McCarran. Where are they ? 

Mr. Marve. They are in America; in Pittsburgh. 
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Senator McCarran. What are they doing? 

Mr. Marvet. They are not longer with the International Claims 
Commission. 

Senator McCarran. Are you using the regular Foreign Service in 
your work? 

Mr. Marve. Yes; we are now. 

Senator McCarran. Are you getting along all right? 

Mr. Marveu. Senator, there is one man in the embassy there who 
has been helping us out on a part-time basis. One min cannot handle 
1,497 claims. He cannot make the requests to the Yugoslavian Gov- 
ernment for the evidence which is made by the claimants which evi- 
dence, under the law, we are required to obtain for the claimants. He 
cannot inspect all of those properties and accomplish this work during 
the time limit set by the law. That is why we are requesting addi- 
tional people, and with them we feel that we can bring—— 


NUMBER OF CLAIMS 


Senator McCarran. Last year you told us that you had 750 claims? 
Mr. Marve. That is true, sir, because at the time we appeared be- 
fore you we had 750 claims totaling $52,000,000. 


HOUSE COMMITTEE ACTION 


Senator McCarran. What amount did the House give you? 

Mr. Marven. This year, sir? 

Senator McCarran. Yes. 

Mr. Marve. $161,000. I do not know the exact figure. It is ap- 
proximately that. 

Senator McCarran. The report of the House committee states : 

The budget request for this Commission for the fiscal year 1953 is $350,000. 
The committee recommends $161,419, the amount remaining within the 3 percent 
of the settlement fund. If it is impossible, as is the contention of the Com- 
mission, to complete the settlement of all claims within the amount, then the 
situation should be brought to the attention of the proper legislative committee 


with a view toward increasing the percentage to be covered into the Treasury 
to defray expenses. 


That is the report of the House committee. 


ADMINISTRATIVE EXPENSE LIMITATION 


Mr. Marvev. That situation arises out of the provision in the act 
establishing the Commission which provides for the deduction of 3 
percent from each award to defray the expenses of the Commission. 
That 3 percent was placed in the law long before I had any connection 
or any of the other Commissioners had any connection with the Com- 
mission, and apparently it was based on the theory that this Com- 
mission would not only deal with the claims of Yugoslavian property 
but also Czechoslovakian and Polish claims. 

It was believed that the Czechoslovakian claims would total ap- 
proximately $40,000,000 and that the Polish claims would total ap- 
proximately $30,000,000. We knew that the Yugoslavian claims fund 
would be $17,000,000. I think with that total 3 percent was believed to 
be enough to defray the expenses of the Commission. 











594 STATE, JUSTICE, COMMERCE, JUDICIARY APPROPRIATIONS, 1953° 


The fact is, however, that the only fund that this Commission is 
dealing with now—well, there are two funds: 

One is the Yugoslav fund which is $17,000,000. The other is the 
Panamanian fund which is a little under $400,000. 

Senator McCarran. What is the second one ¢ 

Mr. Marve. It is the Panamanian fund. We have some claims 
here arising out of a land transaction in Panama many years ago 
for which a settlement has been made by the Panamanian Govern- 
ment paying to the United States Government a little under $400,- 
000. 

So that when the 3-percent limitation was placed in the law, it 
obviously contemplated 3 percent of the larger fund which was to 
have come under the jurisdiction of the Commission. 

Realizing that, some time ago, in November, we recomended legis- 
lation increasing the percentage to be deducted from each award for 
the very reason, Senator, that you have spoken of; that is, to eliminate 
any cost to the American taxpayers. We have suggested and pre- 
pared legislation which would amend the law to permit a deduction 
of 6 percent of any award. 

That percentage has been arrived at after the study of similar com- 
missions such as this in the past. That legislation, which we initiated, 
is in Department of State channels, and I am told now that it has 
reached the Bureau of the Budget. 


SURVEY OF CLAIMS COMMISSION 


Senator McCarran. I have before me the testimony of Mr. Humel- 
sine before the committee of the House with reference to a survey 
of the International Claims Commission made by a team consisting 
of a member of Mr. Wilber’s oflice, the management staff under Mr. 
Heneman, and the legal adviser’s office. Mr. Humelsine stated: 


The Commission studied the survey, analyzed it, and disagreed, I believe, 
practically in entirety with the findings of our survey team and sent it back with 
its comments. We considered the Commissioners’ comments and, as a result, in 
January, I asked again to have a report prepared by the Commission telling me 
what plans they had and to provide the Department with a plan as to how they 
intended to go about the business of seeing that these claims were settled in an 
expeditious manner and within the time limit laid down by the Congress, and 
within the budget authorization. As a result of that, Mr. Marvel replied to me 
shortly after he appeared before this committee January 30, 1952, enclosing a 
copy of the statement that he filed at that time before the committee, saying that 
the statement itself indicated the manner in which the Commission was going 
about this business of settling the 1,500 claims and that he thought this answered 
my request. 

Mr. Rooney. How many claims have been adjudicated to date? 

Mr. Wirsur. The statement that was presented to the committee, Mr. Chair- 
man, indicates no claims had been finally adjudicated ; that there were a number 
presently under review and investigation and were approaching the adjudica- 
tion stage. 

(Discussion off the record.) 

Mr. Rooney. Mr. Humelsine, may I see the surveys with regard to this? I 
find these surveys include a memorandum of Matthew J. Kust and Andy Wallen, 
regarding Study of the Operations of the International Claims Commission, 
dated November 21, 1951, which we shall insert in the record at this point, to- 
gether with the reply or rather the comments with respect to this memorandum 
submitted by the Commission under date of December 19, 1951. 


It seems to me that the memorandum referred to should go in our 
record. Is there any objection to that going into our record, Mr. 
Humelsine ? 
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Mr. Husetstne. No, sir; but I think that in fairness to the Com- 
mission their reply to that particular memorandum also ought to be 
inserted. 

Senator McCarran. All right, that will go into the record. 

(The document referred to follows :) 


Strupy OF THE OPERATIONS OF THE INTERNATIONAL CLAIMS COMMISSION 
BACKGROUND 


In House Report No. 1123 (82d Cong., Ist sess.) it is stated in connection with 
the Department’s appropriations for fiscal year 1952 that— 

“The total cost for the Commission is to be restricted to the over-all 3 percent 
of claims adjusted.” 

This would limit the expenses of the Commission with respect to the adjudica- 
tion of claims against the Yugoslav settlement fund of $17,000,000 to $510,000. 
As of September 30, 1951, the Commission used about 40 percent or $200,000 of 
this amount; and no claims had yet been adjudicated. In a meeting on October 
2, 1951, the Division of Budget asked the Commission for its plan of operations 
for processing claims, so that a determination could be made as to whether there 
was a satisfactory relationship between the progress of work and the use of 
available funds under the 3-percent limit. The Commission did not have such 
a schedule of operations, but indicated its willingness to prepare one. Despite 
the lack of such a plan, the Commission indicated rather strongly that the 
$510,000 did not appear adequate and suggested that 5 percent of the fund, or 
$850,000, would more nearly meet its requirements. 

As a result of this situation, the Division of Budget and the Management Staff 
(with technical assistance from the Office of the Legal Adviser) decided to make 
a joint study of the Commission’s operations. At the beginning of the study 
(November 5, 1951) the Commission submitted to the study group a copy of its 
estimate indicating that the Commission’s expenses in processing the claims: 
would amount to $1,577,309, or about 9.3 percent of the fund. 

The study has now been completed resulting in the following findings and 
recommendations, 


FINDINGS 


The Internation] Claims Settlement Act of 1949 requires the deduction of 
3 percent from each award to cover the expenses of the Commission. With the 
exception of the small Panamanian claims settlement, the job of the Commission 
consists of-the distribution of the $17,000,000 Yugoslav claims settlement, making 
available an amount of $510,000 for expenses of the Commission for this work. 
Up to date the Commission has used approximately 45 percent of the $510,000 and 
it is evident that the Commission has completed nowhere near 45 percent of the 
job. None of the approximately 1,500 claims filed against the fund has yet been 
disposed of. The reasons for this appear as follows: 

1. There seems to be no one below the Commissioner’s level who is responsible 
for the general management of operations. It was originally contemplated that 
there would be an Executive Director (and the position was established at GS-15 
for such purpose) who would perform this central management function. It is 
apparent, however, that the Executive Director has been operating in an adminis- 
trative officer capacity only and no one has been carrying out the function of 
managing the work of the staff. For instance, a great amount of time which 
should have been used for processing claims has been devoted by the General 
Counsel, the Solicitor and his legal staff to budgetary problems, although such 
matters are properly the function of the Executive Director. This lack of central 
direction has contributed to some of the other conditions discussed herein. 

2..It appears that there is too much subdivision of work in the processing of the 
claims. For example, there is contemplated an Evaluation Division in Washing- 
ton and a Field Branch in Yugoslavia for the independent investigation of claims. 
From the few cases that have gone through these two stages it seems that the 
Evaluation Division merely passes second judgment on the evaluation by the 
Field Branch. Similarly, there does not appear to be any need for a General 
Counsel in an organization composed primarily of lawyers. Under present 
practice it is difficult to determine where the activities of the General Counsel 
differ from those of the Solicitor. Up to date the General Counsel has not 
rendered a single written legal decision for the guidance of the Commission staff. 
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3. After more than a year of existence the staff is still without urgent. policy 
decisions necessary for the eflicient processing of the claims. For example, no 
method of evaluation has been decided upon and no determination has been made 
on the conversion rate of dinars into dollars for the guidance of the staff. These 
and similar problems are common to all claims and should have been determined 
long ago so that the staff could have started processing the claims efficiently and 
expeditiously as soon as the period for the filing of claims expired on June 30, 
1951. 

4. No attempt seems to have been made to dispose promptly of cases which on 
their face are invalid or which en bloc present a common and simple issue. The 
best example of this is some 200 bank-deposit cases most of which should require 
little or no independent investigation. Meanwhile the Commission is still waiting 
around after more than a year without any cases to act upon. 

5. Up to date there has been an independent field investigation of only a few 
eases. The Commission has no field staff in Yugoslavia now. It had three 
investigators in Yugoslavia earlier this year. Two resigned because of dissatis- 
faction with field operations, including physical privations connected with the 
job; the other was recalled and temporarily reassigned. If the Commission deems 
it advisable that there be an independent field investigation of each claim, it 
means that after the few cases already investigated are decided there will again 
be nothing for the Commission to do. In view of the difficulties involved in 
recruiting and holding a satisfactory field staff this could involve a loss of 6 
months’ time in the work of the Commission. 

6. It is believed that the Commission has not yet developed a sound plan of 
operation related to a reasonable availability of funds. For example, the Com- 
mission in its work estimate included 57 man-years of time, involving a staff of 
23 people, for the conduct of investigations in Yugoslavia. Yet during the course 
of the study it was learned that three key Commission personnel thought the 
field staff should consist of about four to eight people. 

7. The Commission has not made the progress it should have made to date 
because of the above and other similar factors. At least one Commissioner agrees 
with this conclusion and thinks that more progress could have been made to 
date with better management of the processing of claims. 

Due to the unsatisfactory progress to date it does not seem that the job of 
processing the claims against the Yugoslav settlement fund can now be accom- 
published within the 3-percent limitation. It is estimated, however, that the job 
ean be done at . cost of approximately $646,00, which would be equivalent to 
3.8 percent of the fund and the small Panamanian settlement fund. 


RECOMMENDATIONS 


1. That the Solicitor be fixed with the responsibility for managing the activities 
of the Commission staff, including the work of the field staff. The Solicitor should 
delegate this responsibility to an Executive Director, as originally intended, or 
to an attorney in his office with administrative abilities. 

2. That the Office of General Counsel be eliminated and the interpretation of 
laws and treaties for the Commission staff, whenever necessary, be assigned to 
a competent attorney in the Solicitor’s office. 

8. That there be only one staff for the independent investigation of claims: 
that such staff operate primarily in the field (including investigations in the 
United States and abroad); and that it be composed mainly of property and 
accounts appraisers. It is further recommended that prior to the recruitment 
of such staff the job of independent investigation be so organized by the Solicitor 
so that any investigation of claims deemed necessary in Yukoslavia can be 
completed in a few months. This would eliminate the costly necessity of sending 
men with families to Yugoslavia. The appraisers should also be procured, as 
far as possible, on detail from ECA, the Bureau of Internal Revenue, and other 
Government agencies having experienced personnel for. such work. 

4. That the Solicitor develop promptly a plan of operation within the limits 
of available time and funds including, among other considerations, the deter- 
mination of policy questions common to all or large groups of claims; the 
organization of the claims by geographic location of property, types of property, 
ete., for expeditious field investigation; the immediate disposition of claims 
invalid for jurisdictional and other reasons; and the prompt presentation of 
cases to the Commission which require little or no independent investigation. In 
this connection every attempt should be made to schedule the workload so as to 
make maximum use at all times of legal and expert personnel, placing priority 








STATE, JUSTICE, COMMERCE, JUDICIARY APPROPRIATIONS, 1953 597 


consideration upon completing promptly such independent investigation of claims 
as the Commission deems necessary and advisable in the adjudication of the 
claims. Although it is understood that the Commission staff intends to settle 
as many issues as possible with the claimants before recommending awards to 
the Commission, it is recommended that great emphasis be placed upon this 
method of operation in order to keep requests for hearings at a minimum. 

5. That the operations of the Commission be managed pursuant to the above 
recommendations so as to limit expenses of administration to approximately 
$646,000, which would be equivalent to 3.8 percent of the Yugoslav and Pana- 
manian settlement funds. This recommendation is based on the assumption 
that the Commission will not deem it advisable to make a detailed independent 
investiagtion of each individual claim in Yugoslavia as seems to be the present 
intent of the Commission staff, 

6. That the Office of the Legal Adviser, the Division of Budget, and the man- 
agement staff render such assistance to the Commission as may be necessary 
to implement the above recommendations and that these offices of the Depart- 
ment review the situation periodically and make such further recommendations 
us may be necessary for the completion of the work. 

MATTHEW J. Kusr. 
ANDY WALLEN. 





OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


DECEMBER 31, 1951. 
To: Carlisle H. Humelsine, Deputy Under Secretary. 
From: Josiah Marvel, Jr., Chairman, International Claims Commission. 
Subject: Your memorandum dated December 28, 1951. 


Reference is made to your memorandum of December 28, 1951, with respect 
to the operations of the International Claims Commission to date. 

In order to familiarize you with the problems faced by the Commission I 
enclose a copy of my memorandum, with accompanying documents, which I sent 
to Mr. Edward B. Wilber, Director of the Office of Budget and Finance, on Decem- 
ber 20, 1951. 

While it was the opinion of the Congress that the claims of American nationals 
against the fund created by the Yugoslav claims agreement of 1948 would be 
settled by March 1954, nevertheless, it is the aim of the International Claims 
Commission to dispose of these 1,500 claims prior to that time. 


DeECEMBER 20, 1951. 
OBF-Mr. Edward B. Wilber, Director. 
CC—Josiah Marvel, Jr., Chairman. 


COMMENTS UPON THE REPORT OF STUDY OF THE OPERATIONS OF THE 
INTERNATIONAL CLAIMS COMMISSION 


Transmitted herewith are an original and two copies of comments of the staff 
of the International Claims Commission on the “Report of Study of the Opera- 
tions of the International Claims Commission” which was transmitted by you to 
me on November 21, 1951. 

The fundamental difference between the views of the management’s staff and 
the Division of Budget and the staff of the Internationa] Claims Commission 
with respect to the operations of the International Claims Commission, is the 
strict adherence to the provisions of the International Claims Settlement Act 
of 1949 (Public Law 455, Sist Cong.) by the staff of the International Claims 
Commission. It would appear that the manner of operation suggested by the 
report transmitted by you is based upon the act of Congress approved February 
27, 1896 (29 Stat. 32, 31 U. S. C. see. 547). It is apparent to me that Public Law 
455, Eighty-first Congress, requires an entirely different manner of procedure 
than that required by the act approved February 27, 1896. 

The comments transmitted herewith have the approval of a majority of the 
International Claims Commission. 

I would be glad to discuss this whole matter with you at your convenience. 

Attachments. 
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LIST OF ATTACHMENTS 


1. Comments of the staff of the International Claims Commission with respect 
to Memorandum of Messrs. Wallen and Kust, dated November 21, 1951, entitled 
“Study of the Operations of the International Claims Commission,” dated 
December 19, 1951. 

2. Comments of the staff of the International Claims Commission on Mr. 
Shaner’s survey Report of November 20, 1951, dated December 7, 1951, with 
attachment (a). 

(a) Statement prepared by the International Claims Commission of functions 
and accomplishments as of November 1, 1951. 

3. Comments of the staff of the International Claims Commission regarding 
budget and workload estimates prepared by survey team, with attachments as 
follows: 

ee requirements to completion of operations (per survey team), 
sheet 1. 

(b) Other objects (per survey team), sheet 2. 

(c) Survey team appraisal of requirements to process claims January 1, 1952, 
through June 30, 1953 (excludes Commissioners’ office, executive director staff, 
secretarial and clerical), sheet 3. 

(d@) The Commission's appraisal of requirements to process claims, January 1, 
1952, through February 28, 1954 (excludes Commissioners’ Office, executive 
director staff, General Counsel staff, secretarial and clerical). Dated December 
7, 1951. 


COoMMENTs Wits Respect TO MEMORANDUM oF Messrs. WALLEN AND KvUsT, 
DATED NOveMBER 21, 1951, ENTITLED “Stupy OF THE OPERATIONS OF THE 
INTERNATIONAL CLAIMS COMMISSION” 


The following comments are in the order of appearance in the memorandum 
and bear the same topic heads: 
BACKGROUND 


A quotation is taken from House Report No. 1123 (82d Cong., Ist sess.) to the 
effect that the total cost for the Commission is to be restricted to the over-all 
3 percent of claims adjusted. Accepting this statement as the law on the subject, 
the authors conclude that this would limit the expenses of the Commission with 
respect to the adjudication of Yugoslav claims to $510,000. Of course, there is 
no legal limit to the amount which the Congress may appropriate. Three percent 
deduction is merely the amount which the claimants are required to pay toward 
the cost of adjudication (see statement of Mr. Wilber, hearings before the House 
Appropriations Committee on the deficiency apprepriation bill, 1950, 8ist Cong. 
2d sess., p. 643). 

FINDINGS 
Finding 1 

Survey team.—‘1. There seems to be no one below the Commissioner’s level) 
who is responsible for the general management of operations. It was originally 
contemplated that there would be an executive director (and the position was 
established at GS-15 for such purpose) who would perform this central man- 
agement function. It is apparent, however, that the Executive Director has been 
operating in an administrative officer capacity only and no one has been carry- 
ing out the function of managing the work of the staff. * * *” 

Comment.—The Chairman of the Commission is responsible under the policies 
of the Commission for the general management of operations. The functions of 
the Executive Director, General Counsel, Solicitor, Valuation and Investigation 
Division, and field branch are clearly set forth in the “Description of organiza- 
tion” of the Commission, dated October 24, 1950, and published as Public Notice 
No. 65 in the Federal Register (vol. 15, p. 7215, dated October 27, 1950). The 
survey team did not discuss the matter of general management of operations with 
the chairman. 

Survey team.—‘1. * * * For instance, a great amount of time which 
should have been used for processing claims has been devoted by the General 
Counsel, the Solicitor and his legal staff to budgetary problems, although such 
matters are properly the function of the Executive Director. This lack of 
central direction has contributed to some of the other conditions discussed 
herein.” 
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Comment.—The General Counsel does not process claims; he does have a 
responsibility with respect to appropriation and legislative matters and has 
properly devoted time thereto. The Solicitor and his legal staff have not devoted 
“a great amount of time” to budgetary problems; they have devoted a lot of 
time to the development of functional time studies of the claims processing work 
and the translation thereof into man-years and manpower requirements. This 
job was undertaken at the specific request of the Budget Division of the State 
Department, although the Commission would have much preferred to have the 
Solicitor and his legal staff devote their time exclusively to the processing of 
the claims, development of the test cases, ete. Due to the recent unavoidable 
absence of the Executive Director for a week, one member of the legal staff 
who had some familiarity with budgetary matters was detailed to assist in 
developing the budgetary data requested by the survey team. That is hardly 
a basis for the aforementioned criticism by the survey team. 


Finding 2 

Survey team.—‘2. It appears that there is too much subdivision of work in 
the processing of the claims. For example, there is contemplated an Evaluation 
Division in Washington and a field branch in Yugoslavia for the independent 
investigation of claims. From the few cases that have gone through these two 
stages it seems that the Evaluation Division merely passes second judgment on 
the evaluation by the field branch. * * *” 

Comment.—The survey team misconceives the functions of the Valuation and 
Investigation Division and of the field branch. Those separate and distinct 
functions are clearly described in the “Description of Organization” published 
in the Federal Register (supra) and it seems incredible that the survey team 
eould have overlooked this. The functions of the two units are as follows: 

“Chief, Valuation and Investigation Division: The Chtef of the Valuation and 
Investigation Division serves as the economic specialist and consultant to the 
Commission, the General Counsel, and the Solicitor, with respect to the valua- 
tion of property and of rights and interests in and with respect to property for 
which claims have been filed ; and initiates and directs such investigations as are 
necessary to obtain information requested by a claimant , ursuant to the rules 
of practice and procedure, and to direet such independent investigations as the 
Commission may determine to make. 

“Chief of Field Branch: There shall be established from time to time such 
field branches as may be necessary to carry out the functions of the Commission. 
The Chief of any such field branch so established may take depositions upon 
being commissioned by the Commission, or under letters rogatory issued by the 
Commission. 

“Under the direction and supervision of the Commission, the Chief of the 
Field Branch established in Yugoslavia, at the request of the Chief, Valuation 
and Investigation Division, directs the gathering of evidence and information 
necessary or appropriate to support or refute in whole or in part any claim filed 
with the Commission, including the gathering of evidence and information 
relating to value and ownership.” 

The Field Branch was not established to evaluate the property. The Valuation 
and Investigation Division analyzes the data and develops an appraisal or valua- 
tion recommendation for the Commission. Abolition of the Valuation and 
Investigation Division as recommended by the survey team (comprising one 
part-time consultant and one valuation technician) would leave the Solicitor 
and Commission with no technical guidance on valuation matters. With over 
$150,000,000 of claims to be disposed of, it is apparent that the present Valuation 
staff is inadequate; to abolish it would be disastrous. 

If there were no valuation expert on the Washington staff, as recommended 
by the survey team, it would be necessary for the evaluation analysis to be made 
by the field staff which in turn would then have to correspond with the claimant 
in this country directly or through the Washington office to obtain required data 
from sources in this country or in countries other than Yugoslavia. Such circuity 
of action in the processing of claims would be inefficient, expensive, and delay 
the expeditious handling of claims. Also, and perhaps even more significant 
than any of the foregoing observations, the abolition of the Valuation and Inves- 
tigation Division would leave the Commission with no qualified experts on its 
Washington staff available to testify at the formal hearings on matters of 
valuation. 
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Finding 2 

Survey team—‘* * * Similarly, there does not appear to be any need for 
a general counsel in an organization composed primarily of lawyers. Under 
present practice it is ‘difficult to determine where the activities of the general 
counsel differ from those of the Solicitor. Up to date the general counsel has 
not rendered a single written legal decision for the guidance of the Commission 
staff.” 

Comment.—This observation fails to distinguish the fundamental difference in 
the functions of the Solicitor and general counsel, as set forth in the “Description 
of Organization” (supra). The Solicitor is the adversary to the claimant in 
claim proceedings and protector of the fund; the general counsel is the legal 
adviser to the Commission and its staff. Both positions are considered essential 
to the proper performance of the Commission’s functions. The general counsel 
has rendered many legal opinions for the guidance of the Commission's staff, and 
has to the complete satisfaction of the Commission fulfilled his other duties as set 
forth in the Description of Organization. With a view to economy of operations, 
the position envisioned in the Department’s original organizational pattern for 
the Commission, for a lawyer at the GS-15 level to assist the general counsel, 
was not filled by the Commission. In an organization composed primarily of 
lawyers, it is not necessary to reduce the general counsel’s opinions to writing 
on a day-to-day basis. With the large workload this could only be done by 
tilling the GS-13 vacancy or assigning other lawyers to the work. With a budget 
already inadequate, such action would have been a luxury the Commission 
eould ill afford. 

Finding 3 

Survey team.—‘‘After more than a year of existence the staff is still without 
urgent policy decisions necessary for the efficient processing of the claims. For 
example, no method of evalvation has been decided upon and no determination 
has been made on the conversion rate of dinars into dollars for the guidance of 
the staff. These and similar problems are common to all claims and should 
have been determined long ago so that the staff could have started processing the 
claims efficiently and expeditiously as soon as the period for the filing of claims 
expired on June 30, 1951.” 

Comment.—The idea that the Commission adopt a method of evaluation is not 
new; it received careful consideration when the Commission drafted its rules 
and when it issued a Statement of Claim form and the related instructions to 
claimants for preparation of claims. Reference is made to these documents for 
the specific instructions to claimants on the matter of valuation. Reference is 
also made to the forms of Requests to the Field Branch for use where the claim is 
based upon real estate, shares of stock, etc., and to the form of valuation report 
adopted by the Commission for securing in Yugoslavia valuation data in the 
realty cases. Because of the diversity of types of properties involved in the 
claims, particularly commercial and industrial, and the different methods of valu- 
ation used by the enterprises in the normal course of their business prior to 
nationalization, and considering the judicial nature of the Commission’s function, 
it was deemed inadvisable, if not wholly impracticable, to impose a valuation 
method uniformly on the claimants. 

The matter of adopting a conversion rate of dinars into dollars has likewise 
received careful thought by the Commission. It was found that the matter of 
conversion rates was correlative to the matter of valuation. Depending upon the 
type of claim and valuation formula adopted, a choice of conversion rates may be 
determined and in some instances it may not be necessary to resort to conversion 
rates. 

The processing of claims has not been delayed for any reason indicated in this 
finding of the survey team. 


Finding 4 

Survey team.—‘No attempt seems to have been made to dispose promptly of 
cases which on their face are invalid or which en bloc present a common and 
simple issue. The best example of this is some 200 bank deposit cases most of 
which shon'd require little or no independent investigs*‘ion. Meanwhile the 
Commission is still waiting around after more than a year without any cases to 
act upon.” 

Comment.—The claims which are invalid on their face obviously present no 
problem. Decisions thereon would not have represented any significant accom- 
plishment. The time spent in preparing such claims for decision has been better 

. 
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spent by the staff in processing the apparently valid claims to the point where the 
Field Branch, the Yugoslav authorities, and the claimants could get busy on the 
matter of rounding up the evidence needed to sustain or refute the claim. 

Cases which en bloc present a common and simple issue will of course be so 
handled. The so-called bank deposit cases do not present a common and simple 
issue. They are being processed as a group but the examination to date indicates 
that they will eventually fall into a number of categories, some of which may 
present a common and simple issue; others may present a complex issue. As 
indicated in the files of the Department transferred to the Commission, it is 
noteworthy that the Department’s lawyers who negotiated the Yugoslav claims 
agreement and who were subsequently called upon to interpret it, prior to the 
creation of the Commission, could reach no unanimity of opinion as to the inclu- 
sion or exclusion of such claims from the $17,000,000 fund and finally advised 
the individuals concerned to file with the prospective International Claims 
Commission. The members of the survey team had rather decided convictions 
on the matter prior to the survey and indicated their opinion that such claims 
should be disallowed en bloc as presenting a common and simple isue of devalua- 
tion. The survey team was advised that a comprehensive study of these cases 
uncovered issues other than that of simple devaluation of currency ; nevertheless, 
in complete disregard of the facts, and without analyzing or examining the files of 
these cases, the survey team has concluded that such cases may be summarily 
disposed of en bloc. No reasons, legal or otherwise, are given. 

Finding 5 

Survey team.—Up to date there has been an independent field investigation of 
only a few cases. * * * 

Comment.—This finding is but one of several which shows the lack of objec- 
tivity in the team’s study. The survey team doesn’t state, and has made no 
finding, to the effect that the small field staff has not been fully and profitably oc- 
cupied during its short span of life. The team has completely failed to make an 
intelligent study of the situation relative to the field work, the nature of the job 
and the size of staff needed under the complexities prevailing in Yugoslavia. The 
objection of the small field staff during the initial period which has just ended 
was to (1) develop a smooth-working arrangement with the Yugoslav authorities 
for the securing of evidence in Yugoslavia, (2) ascertain from selective field 
trips and property inspections the problems inherent in the evaluation and in- 
vestication work in the several areas of Yugoslavia, and size staff needed to do 
the job, and (8) deliver to the Yugoslav authorities certified copies of all 1,481 
claims filed. These functions have been satisfactorily carried out. 

Survey team.—“The Commission has no field staff in Yugoslavia now, it had 
three investigators in Yugoslavia earlier this year. Two resigned because of 
dissatisfaction with field operations, including physical privations connected with 
the job: the other was recalled and temporarily reassigned.” 

Comment.—The two members of the field staff who have returned from Bel- 
grade did so because of the futility of trying to complete the field work with the 
small staff available under existing funds. The third member of the field staff 
was not recalled but returned to this country as originally contemplated for the 
purpose of reporting to the Commission on the problems and scope of the field 
work, the practical difficulties involved in performing that function and the 
requirements for adequately staffing the field branch. 

Survey team.—‘If the Commission deems it advisable that there be an inde- 
pendent field investigation of each claim, it means that after the few cases already 
investigated are decided there will again be nothing for the Commission to do, 
In view of the difficulties involved in recruiting and holding a satisfactory field 
staff this could involve a loss of 6 months’ time in the work of the Commission.” 

Comment.—The Commission does not deem it advisable to investigate every 
claim, Where it is determined by the Washington staff that an investigation of 
all or parts of a specific claim shall be made in Yugoslavia, the field staff is in- 
structed accordingly. Unless the field staff is reconstituted at once, and arrange- 
ments made with the Yugoslav Government to broaden its representatives to 
cooperate with adequate field staff personnel, there unquestionably will be a delay 
in the ultimate adjudication of the Yugoslav claims. Furthermore, not to do this 
might well be construed by the Yugoslav Government as a repudiation of a valid, 
existing international agreement which expressly provides for such a field office. 
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Finding 6 

Survey team.—“It is believed that the Commission has not yet developed a 
sound plan of operation related to a reasonable availability of funds, For exam- 
ple, the Commission in its work estimate included 57 man-years of time, involving 
a staff of 23 people, for the conduct of investigations in Yugoslavia. Yet during 
the course of the study it was learned that three key Commission personnel 
thought the field staff should consist of about four to eight people.” 

Comment.—The Commission’s.plan of operations contemplates a total of 166% 
man-years of time to complete the work of adjudicating the 1,481 Yugoslav 
claims. This plan of operations is criticized by the survey team in the present 
finding only to the extent of stating that the estimate includes a staff of 23 people 
for the field work, whereas the survey team states, 3 key Commission per- 
sonnel indicated to the team that the field staff should consist of about 4 to 8 
people. It is believed that the survey team has misconstrued a reference made 
sometime ago to “four to eight people” which was intended to refer to the addi- 
tional professional staff needed in the field to supplement the then existing field 
staff of three professional employees. 

Mr. Aiello, who spent some 6 months in the field branch and who has examined 
the individual claims in the Washington office sees the need for 23 people; Mr. 
Mamula, from his experience and knowledge gained in Yugoslavia but without 
opportunity to examine all claims, advises that at least 21 are needed to handle 
the field work. These figures include stenographic, chauffeurs, translators, etc., 
as well as valuation experts. Mr. Aiello’s estimate was developed with the 
valuation and investigation staff and reflects the experience and judgment of both. 


Finding 7 

Survey team.—“The Commission has not made the progress it should have 
made to date because of the above and other similar factors. At least one Com- 
missioner agrees with this conclusion and thinks that more progress could have 
been made to date with better management of the processing of claims, 

“Due to the unsatisfactory progress to date it does not seem that the job of 
processing the claims against the Yugoslav settlement fund can now be accom. 
plished within the 3 percent limitation. It is estimated, however, that the job 
ean be done at a cost of approximately $646,000, which would be equivalent to 
38.8 percent of the fund and the small Panamanian settlement fund.” 

Comment.—No greater progress has been made for the reasons: (1) the size 
of the legal and stenographie staff has been wholly inadequate to manage effi- 
ciently and expeditiously the 1,481 claims now totaling in excess of $150,000,000, 
1,000 of which were received by the Commission in the last 2 weeks of June 1951; 
(2) the originally authorized small field branch of five, now down to zero because 
of budget cuts, was hopelessly incapable of effectively tackling the field work; 
(3) the State Department Budget Division failed to realize until this late date 
that the 3 percent “limitation” on administrative expenses was completely 
unrealistic. This should have beeome apparent when the number and size of 
the claims filed became known, as well as the complexities involved in having 
to get the necessary evidence in Yugoslavia. It should also-have been realized 
when the legislation was first sent to Congress to create the Commission, since 
the Department must have known, or should have, that prior Commissions with 
less formidable problems confronting them were unable to do a far simpler job 
at an expense of less than 5 to 7 percent of the amounts of the fund distributed 
to the claimants. The survey team’s suggested increase of the 3 percent figure 
to 3.8 percent was reached by guesswork after a 3-day “walk-through” and 
superficial survey of the Commission which appeared to be merely a gesture 
to sustain preconceived notions. The accuracy and reasonableness of the Com- 
mission’s own study which shows a need for 9.3 percent has not been effectively 
or substantively challenged by the survey team. 


RECOMMENDATION OF SURVEY TEAM 


Recommendation 1 

Survey team.—“That the Solicitor be fixed with the responsibility for managing 
the activities of the Commission staff, including the work of the field staff. The 
Solicitor should delegate this responsibility to an executive director, as originally 
intended, or to an attorney in his office with administrative abilities.” 

Comment.—This recommendation has been fully answered in the comments to 
Mr. Shaner’s recommendations F—A, F-E, and C and to the survey team’s find- 
ing 1. 
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Recommendation 2 

Survey team.—“That the Office of General Counsel be eliminated and the inter- 
pretation of laws and treaties for the Commission staff, whenever necessary, be 
assigned to a competent attorney in the Solicitor’s office.” 

Comment.—This recommendation has been fully answered in the comments to 
the survey team’s finding 2 and to Mr. Shaner’s recommendations E and F-D. 


Recommendation 3 

Survey team.—*That there be only one staff for the independent investigation of 
claims ; that such staff operate primarily in the field (including investigations in 
the United States and abroad) ; and that it be composed mainly of property and 
accounts appraisers. It is further recommended that prior to the recruitment of 
such staff the job of independent investigation be so organized by the Solicitor 
so that any investigation of claims deemed necessary in Yugoslavia can be com- 
pleted ina few months. ‘This would eliminate the costly necessity of serding men 
with families to Yugoslavia. The appraisers should also be procured, as far as 
possible, on detail from ECA, the Bureau of Internal Revenue and other Govern- 
ment agencies having experienced personnel for such work.” 

Comment.—Covered in comment to survey team’s findings 2 and 5, and Mr. 
Shaner’s recommendations D, F—A-1, F—A-4, and F-6. 


Recommendation 4 ; 

Survey team.—That the Soliciter develop promptly a plan of operation within 
the limits of available time and funds including, among other considerations, the 
determination of policy questions common to all or large groups of claims; the 
organization of the claims by geographic location of property, types of property, 
ete., for expeditious field investigation ; the immediate disposition of claims invalid 
for jurisdictional and other reasons; and the prompt presentation of cases to the 
Commission which require little or no independent investigation. In this con- 
nection every attempt should be made to schedule the workload so as to make 
maximum use at all times of of legal and expert persornel, placing priority consid- 
eration upon completing promptly such indeperdent investigation of claims as the 
Commission deems necessary and advisable in the adjudication of the claims. 
Although it is understood that the Commissio nstaff intends to settle as many 
issues as possible with the claimants before recommending awards to the Com- 
mission, it is recommended that great emphasis be placed upon this method of 
operation in order to keep requests for hearings at a minimum.” 

Comment.—This is fully covered in the comments to survey team findings 1 
through 6 and Mr. Shaner’s recommendations A through F. 


Recommendation 5 


Survey team.—“That the operations of the Commission be managed pursuant 
to the above recommendations so as to limit expenses of administration to approxi- 
mately $646,000, which would be equivalent to 3.8 percent of the Yugoslav and 
Panamanian settlement funds. This recommendation is based on the assumption 
that the Commission will not deem it advisable to make a detailed independent 
investigation of each individual claim in Yugoslavia as seems to be the present 
intent of the Commission staff.” 

Comment.—This is fully covered in the comments to survey team findings 7 
and 5 and to Mr. Shaner’s recommendations A and F. The Commission has 
recommended, on the basis of the man-year requirements for the job as developed 
from a comprehensive and objective study of the workload by its staff, that the 
3-percent figure be raised to 10 percent and that the appropriations for fiscal years 
1952 and 1953 be in the respective amounts $450,375 and $605,163. Copies of 
budgetary and workload figures and supplemenetary justification statement, pre- 
pared by the Commission as of November 2, 1951, were delivered to the State 
Department Budget Division and Bureau of the Budget on November 5, at which 
time it was discussed in a joint meeting in the offices of the Bureau of the Budget 
attended by representatives from the Commission, Budget Division, and Bureau. 


Recommendation 6 


Survey team.—That the Office of the Legal Adviser, the Division of Budget 
and the Management Staff render such assistance to the Commission as may be 
necessary to implement the above recommendations and that those offices of 
the Department review the situation periodically and make such further recom- 
mendations as may be necessary for the completion of the work.” 
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Comment.—In order:to accomplish the work with which it is charged, and 
which is the Commission’s primary responsibility under law, it is the intention 
of the Commission to make use of the available facilities of all governmental 
agencies, including the State Department. 


COMMENTS CN MR. SHANER’S SURVEY REPORT OF NOVEMBER 20, 1951 


Mr. Shaner’s report states that L/C concurs, in general, with the survey team 
report and offers eight suggestions for the Commission’s consideration. The 
suggestions and comments thereon are as follows: 

A. Mr. Shaner: “There appears to have been no systematic planning, etc., 
provided for that purpose.” 

Comment.—A systematic plan for the processing of claims and handling of 
the other work ef the Commission has been developed. The plan is set forth 
basically in Public Law 455, its legislative history and the rules, regulations and 
instructions of the Commission. What Mr, Shaner means by the “time allotted” 
is not clear; Public Law 455 sets March 10, 1954, as the statutory period for 
adjudicating the Yugoslav claims and the Commission’s plan calls for comple- 
tion by that date. What Mr. Shaner means by “the limit of expenditures pro- 
vided for that purpose” is not clear; Public Law 455 does not set a limit of 
expenditure for the adjudication of the Yugoslav claims but rather provides for 
such appropriations as are necessary for that purpose. If Mr. Shaner refers 
to the 3-percent reimbursement provision of Public Law 455, he must know as 
a lawyer that it is not a legal limitation on the appropriation authority of 
Congress. It is clear from the history of similar provisions in the statutes of 
predecessor claims commissions that Congress at no time considered such a 
provision to be a limitation and in fact appropriated sums far in excess of the 
amount recouped under such percentage deductions from awards. The Inter- 
national] Claims Commission has found from objective studies and analyses that 
its job in adjudicating the Yugoslav claims cannot be completed within the 
March 10, 1954, statutory period if its appropriations are restricted to 3 per- 
cent of the $17,000,000 fund. No practicable plan has been suggested by Mr. 
Shaner or the survey team to achieve that result; the Commission has been 
unable to come up with a plan which wouid do the job in conformity with the 
requirements and standards prescribed by the Congress and keep within the 
referred-to 3-percent figure. Nor has anyone in the State Department produced 
any plan which shows how the sponsors of Public Law 455 envisaged that the 
job could have been done within the amount represented by the 3-percent 
formula, although the Commission has continually asked the State Depart- 
ment budget and legal officials to see the original plan, if any, on which the 3- 
percent formula was conceived. The survey team and Mr. Shaner now endorse 
a 3.8-percent formula; the Commission’s study shows a need for 9.3 percent. 

A-1. Mr. Shaner: One of the necessary results of this lack of adequate 
planning has been “a failure to utilize economically the services of employees.” 

Comment.—The Commission was not created until August 28, 1950. Any lack 
of adequate planning went far back beyond that date; it went back to the 
original misconception of the magnitude of the claims actually being settled 
by the negotiators of the Yugoslav claims agreement of 1948; it goes back to 
the failure of the State Department negotiators to keep an adequate record 
of the treaty history; it goes back to the period 1944-50 when the State Depart- 
ment was accumulating case files on individual prospective calimants, files 
which were in a chaotic condition when turned over to the Commission 4 months 
after it was created; and only after repeated urgings from the Commission; 
it goes back to the time when the State Department personnel handling the 
implementing legislation failed to envision the realities of the adjudication 
process which for the first time in international claims practice was to previde 
claimants with a right to a full and complete judicial hearing conducted by his 
own counsel; it goes back to the time when the responsible persons in the State 
Department were developing the organizational and staffing pattern for the 
Commission and failed to provide a balanced arrangement geared to the realities 
of the treaty and statutory requirements and the magnitude of the job to be 
done. Despite the foregoing the Commission feels that it has utilized its em- 
ployees in an economical and efficient manner. 

A-2. Mr. Shaner: Due to the lack of adequate planning, there has been “A 
failure to settle claims promptly which could be disposed of on jurisdictional 
grounds.” 
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Comment.—The conclusion is right but the premise is wrong. The Commis- 
sion could see no advantage to the weeding out of jurisdictional cases (such as 
alien claimants) merely to show some misleading statistical progress. Rather, 
the staff’s time has been better spent on the valid claims, processing them to the 
point where decisions may be made. The jurisdictional cases will be taken in 
stride as they show up in the normal review of claims. 

A-3. Mr. Shaner: Due to inadequate planning, there has been “A failure to 
obtain prompt decisions in ‘test’ cases which would permit the early disposition of 
entire groups of similar claims.” 

Comment.—The Commission’s plan of operations calls for the development of 
test cases where appropriate. Over 1,000 of the 1,481 claims were filed with the 
Commission during the last 2 weeks of June 1951. Were it not for the fact that 
the staff has been forced in order to meet the demands of the Budget Division to 
spend a substantial portion of its time in developing workload studies and surveys, 
which the Commission feels would have been better spent on productive work, a 
number of test cases would have been developed and probably decided during the 
past 8 months. 

A-—4. Mr. Shaner: Due to inadequate planning there has been “The expenditure 
of funds without obtaining a commensurate degree of accomplishment.” 

Comment.—Mr. Shaner does not state what his findings were as to how much 
the Commission has accomplished ; nor were the questions which were put to the 
staff by Mr. Shaner and the survey team directed toward ascertaining that infor- 
mation. The Chairman was not asked for a statement of the Commission’s 
accomplishments. 

A statement showing work accomplishments as of November 1, 1951, is sub- 
mitted herewith. It shows in detail what the Commission has done to carry out 
its functions of “receiving”, “examining”, “adjudicating”, and “rendering final 
decision” with respect to the Yugoslav and Panama claims. The Commission 
believes that the expenditure of funds, approximately $200,000, has been com- 
mensurate with the degree of accomplishment. 

Mr. Shaner’s inference appears to be that some 40 percent of the prospective 
$510,000 appropriations (8 percent of the $17,000,000 fund) has been spent and 
that 40 percent of the Yugoslav claims have not been settled or 40 percent of the 
work thereon completed. Again it is a question of false promises. The Commis- 
sion has known for some time, as brought out in the appropriation hearings earlier 
this year, that the 3 percent figure was wholly unrealistic. Its estimate of appro- 
priation requirements is 9.8 percent of the $17,000,000 fund, or some $1,600,000. 

Further, the comparison made by Mr. Shaner is wholly inappropriate and mis- 
leading. Of the $200,000 disbursed approximately $384,000 was for nonrecurring 
items such as office furniture and equipment, contractual services, living and 
quarters allowances in Yugoslavia, to the field staff, travel of field staft to and in 
Yugoslavia, and transportation of things. Also, some $59,000 went for the 
salaries of the three Commissioners and their secretaries. Of the remaining 
$107,000, the salaries of the four employees on the fleld staff in Yugoslavia 
accounted for approximately $11,000, leaving a balance of some $96,000, i. e., 
18.8 percent of the total of $200,000, as the expense of the Washington staff in 
receiving and processing the claims and related functions for the period of ap- 
proximately 1 year. The accomplishments of the Commission for that year, as 
shown in the attached statement of accomplishments is considered highly com- 
mendable. 

B. Mr. Shaner: Refers to apparent lack of basic policy decisions on such mat- 
ters as valuation and the exchange rate. 

Comment.—The Commission has commented on this suggestion in its observa- 
tions regarding finding No. 3 of the survey team. 

C. Mr. Shaner: Refers to matter of a centralized directing authority in the 
Commission, 

Comment.—This has been commented upon in the Commission’s reply to find- 
ing No. 1 of the survey team. 

D. Mr. Shaner: Suggests that “there is no present reason for believing that 
the Valuation Section of the Commission has in the past, or would in the future, 
while situated in Washington, render effective service.” 

Comments.—Mr. Shaner gives no facts to support this opinion. The Com- 
mission’s view is given in its comments to the related finding No. 2 of the survey 
team. 

Mr. SHaner: “A substantial amount of work—ete.—disposition of claims.” 

Comment.—The Commission wholeheartedly agrees and feels that the Field 
Branch should be reconstituted at the earliest practicable date and the necessary 
funds provided therefor. 
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E. Mr. Shaner: Suggests that “Itis entirely feasible * * *.” 

Comment.—The Commission has commented for this suggestion in its observa- 
tions regarding the survey team’s finding No. 2. 

F. Mr. Shaner: Suggests that “Approximately 40 percent of the funds—etc.— 
remedial measures becomes clear.” 

Comment.—The Commission’s views regarding the 40 percent and 5 percent 
figures are covered above in its comments to Mr. Shaner’s suggestion A-1. Mr. 
Shaner does not reveal the basis of his evaluation that “perhaps less than 5 per- 
cent” of the Commission’s work has been completed. The Commission agrees 
that prompt measures are needed to increase the volume of adjudication work but 
the answer is more manpower, not a mere reshuffling of present manpower as 
contemplated in the recommendations of the survey team and Mr. Shaner. 

F-A. Mr. Shaner: Suggests that the Commission immediately delegate full 
authority and responsibility to the Solicitor for the direction of the work of the 
Commission, including the field staff. 

Comment.—This is a remarkable suggestion. What it boils down to is a recom- 
mendation that the three Commissioners entirely abrogate their statutory re- 
sponsibility for the work of the Commission except for the purely decisional 
function. The practicality of the suggestion, aside from its feasibility legally, 
leaves much to be desired since it would burden the chief trial lawyer with all of 
the internal and external administrative responsibilities of the Commission. Mr. 
Shaner does not disclose the basis for his suggestion. 

F-A-1. Mr. Shaner: Suggests that there should be an early recruitment of an 
adequate and qualified field staff to complete the necessary investigations with 
the least possible delay. 

Comment.—The Commission has been urging such action. The Senate Ap- 
propriations Committee expressed the view that the Commission’s Field Branch 
should be abolished and its work taken over by the Department’s Foreign Service. 
As yet the Department has taken no conclusive action to supply the necessary 
field services. It is absolutely vital that action be taken. 

F-A-2. Mr. Shaner: Suggests that the Solicitor “Endeavor to resolve as 
promptly as practicable questions of general policy likely to effect the disposition 
of all claims.” 

Comment.—Such general policy decisions are believed to have already been 
made, although Mr. Shaner does not disclose what he has in mind. Policies 
applicable to all claims have been resolved to a large extent in Public Law 455, 
the Commission’s Rules of Practice and Procedure, the Administrative Procedure 
Act, the Commission’s Statement of Claim Form and Destructions, and the 
procedures under which the Commission functions. Other policy decisions of a 
substantive nature will be made case by case as the claims are decided. That 
is part of the Commission's plan of operations and is considered sound from a 
legal, administrative and practical viewpoint. If Mr. Shaner would disclose 
specifically what he has in mind, it might be helpful. 

F-A-3. Mr. Shaner: Suggests that a study and tabulation of claims be made by 
areas. 

Comment.—Mr. Shaner does not indicate whether he regards this suggestion 
as an original contribution to the work of the Commission. It seems hardly 
possible that he could have completed his survey without having learned that 
such a study and analysis was made by the Commission during August-September 
of this year, immediately after the claims had been filed and docketed. How far 
these studies can be continued, and what their practical value will be, will be 
dependent upon the size staff available to the Commission in Washington and in 
Yugoslavia. 

F-A-—}. Mr. Shaner: Suggests an investigation to determine what valuation 
experts are available from other agencies of the Government and probable amount 
of time required for each investigation. 

Comment.—Same observation made as for item F—A-3 above. The Commis- 
sion has been making such an investigation. Last September the Cheirman 
met with officials of the ECA and since then the Commissioners and staff have 
been meeting with experts in the Agriculture Department with a view to re- 
resolving these probiems, and progress is being made. The suggestions that the 
Commission determine the amount of time required for the field valuation work 
is surprising. The survey team was furnished a full study and analysis of the 
time element based upon more than a month’s concentrated examination and 
review of the case workload by the Commission staff members done at the ex- 
press request of the Budget Division of the State Department. 

F-A-5.—Mr. Shaner: Suggests a chart be prepared showing claims in Yugo- 
slavia requiring investigation by persons other than technical experts. 
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Comment.—The preparation of charts, merely to have them, is wasted effort. 
The Commission does not have the size staff necessary for such activities. 
Further, Mr. Shaner and the survey team recommend abolishment of the Com- 
mission’s Valuation Division. With no valuation expert available in the Wash- 
ington office, how would it be possible for the staff of lawyers, clerical and ad- 
ministrative employees to determine which claims required the services of tech- 
nical valuation experts and which ones could be investigated in Yugoslavia by 
nontechnical experts. For example, what type of person should investigate 
urban and rural real estate, a technical expert or a nonexpert? If it is a valua- 
tion case, the valuation should be made in all required instances by an expert 
of some kind. Hence, all valuation cases are included, in the opinion of the 
Commission, under F—A-3 and F—A—4 above. No chart is required with respect 
to other types of cases although lists by areas in Yugoslavia or by types irrespec- 
tive of area location, where of more practical benefit, will be available to the 
extent not already developed. However, if there is to be no Valuation Division, 
such studies and analysis and lists will probably and perhaps necessarily have 
to be prepared by the field staff which alone will have use for them. 

F-A-6.—Mr. Shaner: Suggests that requests for evidence from Yugoslavia be 
developed as promptly as possible in the indiivdual cases. 

Comment.—That is and has always been the Commission’s plan of operation, 
which is in substance as follows: First, forward copies of all claims to the Yugo- 
slav authorities so that they may complete the necessary translations and studies 
of the claims, and be ready for the second phase: Second phase, prepare and sub- 
mit requests to the Yugoslav authorities in the indiivdual cases for the necessary 
additional evidence which can only be obtained through that source: Third 
phase, complete the valuation inspections in Yugoslavia at the same time that 
the second phase is being worked on: Fourth phase, prepare the recommendations 
for decisions. There are other steps that must be taken along the way but the 
above is the main line of operations. The speed of accomplishment of any phase 
or step depends basically upon the available staff manpower. 

F-A-7?.—Mr. Shaner: Suggests that claims which can be disposed of on juris- 
dictional grounds be segregated and promptly submitted for decision. 

Comment.—This is being done as part of the second phase of operations men- 
tioned in the comments to F-A-6 above. The prompt preparation of such cases 
for decision is not all-important; the more important procedure is to move the 
valid claims along as described under F—A-6. The jurisdictional cases will be 
taken in stride. 

F-A-8.—Mr. Shaner: Suggests that claims having common characteristics 
(for example, bank-deposit cases) be grouped for test-case decisions. 

Comment.—This has been commented on under comments to Finding No. 4 of 
the survey team. 

F-A-—9—Mr. Shaner: Suggests that agreements be reached by the solicitor 
with individual claimants on the amount to be awarded without the necessity 
for a formal hearing. 

Comment.—The usual practice of the Commission will be to have formal hear- 
ings on claims only when so requested by the claimant. The Solicitor’s staff 
will examine the claim initially and recommend an award or rejection of the 
claim, Before determining what amount he will recommend, he may, of course, 
hold conferences with the claimant or his attorney on such matters as valuation. 
The deliberation of the Commission with respect to the Solicitor’s recommended 
award will be judicial in nature, not ministerial or administrative. If Mr. 
Shaner’s suggestion contemplates some other procedure, it will be necessary to 
change Public Law 455 and the Commission’s Rules of Practice and Procedure. 

F-B.—Mr. Shaner: Suggests as one measure to make possible the adjudication 
of all Yugoslav claims under appropriations limited to 3.8 percent of the $17,- 
000,000 fund that there be—‘“The submission by the Solicitor of monthly reports 
to the Department of States—etc.” 

Comment.—Public Law 455 requires the submission of a semiannual report to 
Congress by the Commission on its operations. The Commission is thusly held 
responsible for the success or failure of its operations. Mr. Shaner’s suggestion 
contemplates supervision of the staff work of the Commission by the Department 
of State. The official now in the Department of State who receives monthly 
staff reports, as suggested by Mr. Shaner, and supervises the activities of the Com- 
mission is the Chairman of the International Claims Commission. This is a 
statutory responsibility. 

F-C.—Mr. Shaner: Suggests that the Valuation Section be abolished and its 
work be done by the field staff. 


95515—52——-39 








608 STATE, JUSTICE, COMMERCE, JUDICIARY APPROPRIATIONS, 1953 


Comment.—For the Commission’s observation, see its comments to Finding 
No. 2 of the survey team. 

F—D.—Mr. Shaner : Suggests that the Office of General Counsel be abolished. 

Comment.—See Commission’s comments to Finding No. 2 of the survey team. 
The suggestion is legally unsound in the opinion of the Commission, 

F-E.—Mr. Shanner: Suggests that the Office of Executive Director be abolished 
and the present duties be consolidated with those of the clerk's office. 

Comment.—Here we have a difference of opinion among the members of the 
survey team. Messrs. Wallen and Kust recommend that the Executive Director 
be retained but placed under the Solicitor; Mr. Shaner, who is referred to in the 
survey report as the technical legal adviser to the team, recommends abolishment 
of the position and merger of its duties with those of the clerk. The Commission 
has provided in its estimates for a continuation of the Office of Executive Director. 

F-F.—Mr. Shaner: Suggests that the necessary assistance be provided to en- 
able the Solicitor to carry out the functions which he recommends be assumed by 
the Solicitor. 

Comment.—Mr. Shaner also adopts the 3.8 percent formula recommended by 
the survey team for determining the amount to be appropriated to adjudicate the 
claim. This defeats the practicability of the suggestion offered, since the detailed 
work study made by the Solicitor and other staff members shows a minimum need 
for a 9.3 percent figure. 

F-—G.—Mr. Shaner: “The Commissioners should keep themselves currently 
familiar with the claims filed————etc. 

Comment.—aA fine suggestion and one that has not only been followed but will 
continue to be followed. 





INTERNATIONAL CLAIMS COMMISSION 


Statement of Functions and Accomplishments as of November 1, 1951 


The functions of the Commission are set forth in section 4 (a) of the Inter- 
national Claims Settlement Act of 1949 as follows: “The Commission shall have 
jurisdiction to receive, eramine, adjudicate and render final decisions with respect 
to claims” under the Yugoslav claims agreement of 1948, and similar agreements. 


1. “THE COMMISSION SHALL—RECEIVE—CLAIMS” 


The following has been accomplished under this function and responsibility : 
A. Preparatory work 


1. The necessary staff of 31 employees was recruited during the period August 
28, 1950, the swearing in of the 3 Commissioners, and June 1951, including estab- 
lishment of the field branch in Belgrade. 

2. The rules and regulations of the Commission, the essential preliminary to 
receipt of any claims, were drafted, hearing held thereon, and published October 
24, 1950, and December 7, 1950. 

3. Copies of the proposed rules were sent to all Members of Congress in October 
1950. 

4. A claim form and instructions were prepared (February) for optional use by 
claimants (about 95 percent of all claimants use the form). 

5. Prospective claimants, attorneys, interested parties, newspapers, and organi- 
zations to the number of approximately 1,750 were circularized on three separate 
occasions by the Commission to furnish them copies of the rules of the Commis- 
sion, the act and treaty (December), copies of the claim form and instructions 
(February), and a final notice of the June 30 deadline for filing claims (May). 

6. Approximately 1,500 files of prospective claimants were received hy the 
Commission from the Department of State (December), which were screened 
and recorded (December—April), set up in workable order for use by the Com- 
mission and analyzed by the legal and valuation staff (January—May). 

7. Approximately 600 prospective claimant’s files in the Belgrade Embassy 
were rounded up by the Feld Branch and forwarded to Washington where they 
wee screened, analyzed, and merged with the files described in item 6 (April—- 

ay). 

8. Some 600 letters from claimants, attorneys, and Congressmen inquiring 
about the law, treaty and individual claims were received and answered prior to 
June 30, 1951, the deadline for filing claims. 

9. An untabulated but substantial number of conferences, estimated in excess 
of 300, were held with prospective claimants and lawyers regarding individual 
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problems encountered in preparing and filing claims prior to the June 30, 1951, 
deadline. 

10. Forms and procedures were developed for the receipt, recordation, docket- 
ing, and protection of the claims when filed. 

11. Panama claims— 

(a) Approximately 203 files of prospective Panamanian claimants and 35 file 
drawers of general and reference material in connection therewith, were received 
from Division of Communications and Records, Department of State, examined 
and analyzed by the Commission, and set up in suitable reference and corre- 
spondence folders. 

(b) Special rules and regulations of the Commission, the essential preliminary 
to receipt of any Panama claims, were drafted. Hearings were held on October 
17, 1951, and the rules were published in the Federal Register on November 1, 
1951. The dead line set for the filing of such claims is February 29, 1952. 

(c) From correspondence with prospective claimants as well as from the files 
received from the Department of State, the names of 330 potential claimants have 
been compiled and the Commission is now in the process of mailing to each one 
of them a copy of the Panama Treaty, the act, the rules and regulations. Enve- 
lopes and registry lists have been made ready, awaiting the receipt of the printed 
material. 

(d) A comprehensive study of previous actions concerning these claims has 
been made by the Commission. Through the American Embassy in Panama 
transcripts of appropriate land abstracts have been requested and received. 
Since these transcripts were in Spanish, arrangements have been made by the 
Commission to have them translated into English and the translations have been 
completed. 


B. Receipt of claims 


1. A total of 1,480 claims in the aggregate amount of $151,344,007.59 have 
been filed under the Yugoslav Claims Agreement (approximately 400 between 
January 1 and June 15, some 1,000 between June 15 and June 30, and the balance 
since the original dead-line date of June 30). 

2. The 1,480 claims have been given docket numbers, entered in the Docket 
Register, recorded alphabetically and numerically on index cards. Before 
docketing each claim is examined for irregularities. 

38. An official acknowledgment and receipt has been sent to each of 1,480 
claimants in which are listed and described all documents and exhibits filed with 
the claim. 

4. The attorney affidavits of qualifications and authorizations from claimants, 
required under section 300.4 (b) of the Commission’s Rules of Practice and 
Procedure, pursuant to section 4 (b) of the International Claims Settlement Act 
have been received, recorded, examined and filed. 

5. Requests from 65 claimants for extensions of time to file claims, received 
since the June 30 dead line, have been considered and acted upon by the Com- 
mission, 


11. “THE COMMISSION SHALL-—EXAMINE—-CLAIMS” 


A. Preparatory work 


1. Before the examination of claims could be substantially undertaken, it was 
necessary to decide the basic policies with respect to such matters as the evidence 
that would be required, and which would have to be secured from the claimant 
or the Yugoslav Government for the several categories of claims. The types of 
evidence that would be reqired where the claim is based upon the nationalization 
or other taking of real estate, personal property, industrial enterprises, commer- 
cial enterprises, bank accounts, etc., was determined. (For further information, 
reference is made to the forms of requests to the Field Branch available in the 
Solicitor’s Office.) 

2. The procedures for processing the claims through the examination stages 
were developed. (Reference is made to the procedural manual of the Office of 
Solicitor.) The examination of the Yugoslav claims required several analyses 
or studies by types of claims, sizes of claims, and location of the underlying 
properties in Yugoslavia. These studies are further described as follows: 

Master list of claims (names, dockets, amounts, type, etc.) 
Lists of claims by categories. 

Compilation of claims in excess of $100,000. 

Study of claims by domicile. 

Study of claims by location of property in Yugoslavia. 
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3. The examination of the Yugoslay claims also required as a preliminary the 
securing of official copies of applicable Yugoslav laws, regulations, and decrees, 
which have been found to be rather volufminous. The more basic laws, regula- 
tions, and decrees in the number of 24 have been translated by the Commission. 
A digest of the laws of Yugoslavia relative to such matters as ownership and 
transfer of property, inheritance, rights of ownership, bankruptcy, corporation 
law, decedents’ estates, mortgages, taxation, etc., has been prepared by the Com- 
mission for staff use. 

4. To accomplish the function of examination of claims and to implement the 
Commission's obigation under the treaty and law to secure for claimants the 
essential documents and evidence from Yugoslavia, the Commission established 
a field branch in Belgrade, negotiated a working agreement with Yugoslavia, 
recruited a qualified staff for the field branch, determined its functions, and 
established the necessary policies and procedures for its operation. 

5. The responsibility of the Commission to evaluate the properties, which are 
the basis of the claim, has required the development of a form of field inspection 
and evaluation report of a type suitable under the circumstances to obtain an 
expeditious and accurate performance of this phase of its responsibilities. 
(Copies of this form are available from the Valuation and Investigation 
Division.) 

B. Examination of claims 

1. Of the 1,480 claims that have been filed with the Commission under the 
Yugoslav claims agreement, all have been screened by the administrative and 
legal staffs and, of this number, copies of approximately 1,450° have been 
dispatched by the Commission to its field branch for delivery to the Yugoslav 
Government pursuant to the provisions of article 9 (b) of the Yygoslav 
claims agreement. The remaining claims, approximately 30, are being held 
pending receipt of additional copies of documents from the claimants’ letters had 
to be written to approximately 200 claimants to secure the number of copies 
of documents and translations required under the Commission’s rules. 

2. In addition to the afore-mentioned screening, over 461 of the Yugoslav claims 
(which is more than the number of claims which were filed with the Commis- 
sion through June 15, 1951) have been given a legal review and a valuation re- 
view by the Commission for the purpose of determining whether the claims, 
as filed, were adequate from a legal and valuation viewpoint for adjudication. 

3. Over 90 percent of the claims were found to be inadequate, in most cases 
because of the need to secure documents and other evidence from Yugoslavia. As 
a result of this review of 461 claims, the Commission has requested 315 claimants 
to furnish evidence or information, as described in the request ,and has submitted 
requests to the Yugoslav Government for the furnishing of specific documents 
or other evidence in the case of 242 claims. The Commission's field branch has 
been requested to inspect the underlying properties in the case of 175 claims and 
to submit an inspection and valuation report on each to the extent practicable. 

4. In addition to the 461 claims which have been reviewed by the legal and 
valuation staffs, as noted above, an additional 250 claims are currently under 
going legal review in the Office of Solicitor, and 191 claims are undergoing review 
in the Valuation and Investigation Division. The latter Division has completed 
its examination of an additional 141 claims on which it has prepared requests for 
field investigations in Yugoslavia which are ready to be sent to the Field Branch. 

5. In the course of examining the Yugoslav claims since the June 30 dead line, 
the Commission has written more than 180 letters to claimants, attorneys, and 
other interested persons, in addition to the letters required by the work described 
above. Conferences with claimants and their attorneys with respect to the 
content of the claims, as filed, and the securing of evidence prior to adjudication, 
has continued to be a significant factor in the work of the Commission, and it is 
estimated that in the 4 months period since June 30’ such conferences and 
consultations have exceeded 200 in number. 

6. A total of 29 claims have progressed to the status where recommendations 
for decisions are in process of being drafted by the Office of Solicitor. 


Iu. “THE COMMISSION SHALL ADJUDICATE CLAIMS” 


A. Preparatory work 

1. An essential preliminary to adjudication of any claims has been the 
study of the International Claims Settlement Act of 1949 and its legislative 
history. This has been done, 
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2. A similar study has been required with respect to the Yugoslav Claims 
Agreement of 1948 and the history of the treaty negotiations. The files of the 
State Department with respect to the treaty negotiations (consisting of memo- 
randa, correspondence, cablegrams, notes, compilations of census and statistical 
data, ete.) have been collected by the Commission from the various bureaus and 
divisions within the State Department which participated in the negotiation of 
the Yugoslav Claims Agreement; these papers have been assembled and collated 
chronologically ; the papers have been analyzed by the legal staff of the Com- 
mission; a digést of the treaty negotiations, as reflected in these various papers 
and decuments, has been prepared numbering 100 pages, together with an index. 

8. A study has been made of the Panama claims convention as a preliminary 
to the receipt, examination, and adjudication of the claims under that convention. 

4. The necessary forms and procedures for use by the Office of Solicitor in pre- 
paring and presenting recommendations for the initial decision of claims, under 
the informal procedures provided for in section 300.20 of the Commission’s rules, 
have been prepared. 

5. Application of the afore-mentioned statute and treaties to the adjudication 
of individual claims has called for a number of legal opinions with respect to 
matters pertinent to various types of claims, such as the authority of the Commis- 
sion to make multiple awards in cases of common ownership, the eligibility of 
heirs as claimants, the matter of perfecting title to property in the foreign coun- 
try, allowance of attorneys’ fees, etc. 


B. Adjudication of claims 


1. Four claims have reached the status where recommendations for initial de- 
cisions by the Comission have been prepared by the Solicitor and are ready for 
consideration by thé Commission. 


Iv. “THE COMMISSION SHALL RENDER FINAL DECISIONS WITH RESPECT TO CLAIMS” 


1. The Commission has issued one formal order permitting one claimant to 
withdraw his claim. No other such requests are pending before the Commission. 

2. No initial decisions have been rendered by the Commission pursuant to 
section 300.20 (c) of the Commission’s rules governing informal procdure for 
approval or denial of claims. The four claims referred to under III-B-1 above 
are ready for consideration under the informal procedure for initial decisions. 

38. No final decisions have been rendered by the Commission pursuant to section 
300.30 of the Commission’s rules. No hearings on claims are pending before the 
Commission. 


. on * bd > s * 


Aside from the afore-mentioned functions, which relate to the receipt, examina- 
tion, adjudication, and decision of claims, the Commission has other statutory 
functions as follows, the accomplishments of the Commission being indicated 
with respect to each such function: 

A. Issuance of semiannual reports to Congress. 

B. Recommendation of legislation to Congress. 

C. Budgetary and appropriation matters. 

1. Budgets for fiscal 1951 and 1952 prepared by State Department prior 
to organization of Commission on August 28, 1950. Commission participated 
in hearings before House and Senate Appropriation Subcommittees on fiscal 
1952 budget. 

2. Commission in October 1951 conducted survey of workload and man- 
power needs to adjudicate and make final decisions on all 1,480 Yugoslav 
claims. The job was found to require 166%, man-years from July 1, 1951, 
whereas the size of the job as originally envisaged by the State Department 
and presented to Congress contemplated a manpower requirement of about 
one-third the size now found to be needed. 

D. The qualification and disqualification of attorneys to practice before the 
Commission. 

1. Reference to I-B-4 above. 

2. One hearing pending on disbarment action against one attorney. 

E. Correlation of work with that of other commissions, such as the Swiss and 
British. 

1. Arrangement for exchange of information on individual claims, opinions, 
and decisions. 

2. List of all Yugoslav claims (docket number, name, address, amount, loca- 
tion, and type of property involved) sent to British Commission. 
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COMMENTS REGARDING BUDGET AND WORKLOAD ESTIMATES PREPARED BY SURVEY 
TEAM 


(The estimates are contained on three penciled sheets submitted to the Com- 
mission on November 29, 1951, copy of which is attached.) 


I, Sheet marked “Survey team appraisal of requirements to process claims, Janu- 
ary 1, 1952, through June 30, 1953 (excluding Commissioners’ office, erecu- 
tive director staff, secretarial, and clerical)” 

1. The survey team estimates a total requirement of 89 man-months for the 
Solicitor to complete all future work on the 1,481 Yugoslav claims up the point 
where the Commission hands down an initial decision on each claim. The esti- 
mate of the Commission for the same work for like period, to be performed 
by the Office of the Solicitor, is 231 man-months. 

The Commission's estimate is based upon studies of the claims filed and upon 
the actual time expended by the Solicitor’s staff in the preliminary review and 
processing of over 400 cases, plus the experience and judgment of the legal staff. 

The survey team gives no indication as to the source of its figures; it was not 
based upon a study of any individual typical claims, since the members of the 
Survey Team did not go into the individual claims, nor could have in the time 
devoted to the survey. To illustrate: The experience of the Solicitor’s staff 
over a period of some 7 months in the preliminary processing of over 400 
claims shows that it actually takes an average of 4 hours to make a full prelim- 
inary legal review of a claim under $100,000 in amount (including a review of the 
docket file, examination of the embassy and departmental correspondence file on 
the case, preparation of legal analysis, preparation or request to claimant for any 
necessary additional evidence, preparation of formal request to Yugoslav Govern- 
ment, pursuant to requirements of treaty with the Yugoslav Government for 
any necessary evidence available only through the Yugoslav Government). 

The survey team estimates an average of 114 hours per claim required for the 
phase of the work just described. It does not indicate the basis of its estimate, 
nor does it criticize the qualifications of the Commission’s attorneys or of the 
procedures followed in reviewing and processing the claims. 

Another illustration the survey team estimates a requirement of 4 hours for 
the Solicitor to review on the average the claims running in excess of $100,000 
up to the largest claim, which is some $14.000,000. Again, the survey team fails 
to set forth any basis for its estimate. The actual experience of the Solicitor 
shows a requirement conservatively estimated at 4 days for the review of such 
claims, and it is doubtful that such an average will be maintained because it 
assumes that no time will be required for conferences with the claimants or their 
attorneys; in other words, it is based solely upon uninterrupted productive time. 

2. The survey team estimates a total requirement of 85 man-months to com- 
plete field investigations in Yugoslavia. The estimated requirement reached by 
the Commission, after study of the cases and based upon actual experience in all 
areas of Yugoslavia, is 298 man-months. 

The survey team does not explain how it reached the conclusion that the job 
could be done within the time estimated. Its estimate was not based upon 
experience, but upon guesswork. The Commission’s estimate is based upon the 
factual exnerience of two field representatives who have made investigations 
under conditions that actually prevail in Yugoslavia, plus the knowledge and 
broad experience of a highly competent valuation expert. 

To illustrate the utter impracticability of the survey team’s conclusion, on the 
basis of its 3-day study of the Commission’s workload as to the time required 
to accomplish the field work, is shown by the team’s findings that the apnvroxi- 
mately 700 real-estate cases in the Vovvodina area can he investigated and 
aprraised in an approximate average time of 1 hour per case. 

This would mean that the appraiser would be required in the course of approxi- 
mately 1 hour per case to do the following in a war devasted, economically dis- 
rupted Communist country: (a) Review and analyze the claim from the valuation 
viewpoint, (0) lav out his program for making the inspections, (c) take the mat- 
ter up with the Yugoslav authorities in Belgrade for clearance and necessary 
travel arrangements, (d) travel to the area where the group of properties is 
located, (e) locate the local authorities and arrange to check the local land 
records, (f) check the records to identify the property, the old street names and 
numbers having been obliterated, (7) locate the property, (h) make the inspec- 
tion, (i) determine what was the condition of the pronerty at the time of nation- 
alization or other taking, (7) make his appraisal, (k) return to Belgrade, (1) 
prepare and file his investigation and valuation report. 
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The Commission has concluded on the basis of the experience and practical 
knowledge of its staff that the average time required to do this job, plus the re- 
lated work of securing evidence from or through the Yugoslav Foreign Office 
with respect to such properties, will be 7 hours for the combined “office” and 
“field” work, including travel. 

3. Hearings (solicitor) : If dissatisfied with the initial decision, each claimant 
has the right under the International Claims Settlement Act of 1948 to a formal 
hearing on his claim with the usual safeguards of traditional judicial procedure. 

The survey team has estimated that 37 man-months will be required for the 
hearings. What judgment or experience was used in arriving at this estimate is 
not disclosed. 

The Commission's estimate is 68.7 man-months. This estimate is based upon 
a study and analysis of the claims filed, discussions with the claimants and their 
attorneys and the judgment of the Commission’s legal staff, predicated upon their 
experience, 

The basic difference in the two estimates may be simply stated: (a) The survey 
team believes that 8 hours should suffice for each of the estimated 240 hearings on 
the claims under $100,000, whereas the Commission's estimate is 12 hours each; 
(b) the survey team believes that only 50 of the 145 larger cases will result in 
formal hearings, which the survey team estimates will average 10 days, whereas 
the Commission has estimated that 97 of the 145 larger cases will develop into 
formal hearings, which will average 9.8 days. 

The Commission’s estimate of 1144 days for the smaller cases contemplates a 
need for 8 hours average preparation by the trial attorney (legal review of the 
elements of the initial award or disallowance contested by the claimant; review 
and consideration of any Yugoslav brief amicus curiae: prehearing conferences; 
obtaining depositions ; arranging for necessary witnesses and evidence by subpena 
or otherwise ; preparation of trial brief and motions) and 4 hours for the hearing 
(serving as adversary to the claimant at the hearing; conduct of this phase of the 
hearing; preparation of proposed findings and conclusions and briefs; taking ap- 
propriate measures after the formal decision with respect to any rehearing). 

The Commission's estimate of 97 hearings on the 145 largest claims was arrived 
at as follows: 64 of the 96 claims between $100,000 and $500,000 would result in 
hearings, 15 of the 22 claims between $500,000 and $1,000,000 and 18 of the 27 
claims between $1,000,000 and $15,000,000. This judgment was reached after 
analysis and study of the claims, a weighing of the type of evidence available 
short of a formal hearing, the greater significance of expert valuation testimony 
in the larger cases, discussions had with attorneys and claimants, the relatively 
small $17,000,000 fund available to meet the $150,000,000 of claims, the provision 
of law which limits the attorneys’ fees payable by the claimant to 10 percent, 
irrespective of whether he has to devote time to a formal hearing, the provision 
of law which limits the charge against the claimant to a fixed 3 percent of the 
amount of the payment under his award as reimbursement of the Commission's 
expenses, irrespective of whether or not he has a formal hearing. The estimate 
of 97 hearings also took into consideration the judgment of the legal staff, based 
upon experience prior to joining the staff of the Commission. The Commission’s 
estimate of the number of formal hearings is considered to be realistic. Whether 
the estimated time of 9.8 days for the larger cases will hold up in actual practice 
is problematical. 

The Commission’s estimates of 11% days for hearings on the claims under 
$100,000 and 9.8 days on hearings over $100,000 are extremely conservative. 
The experience of the Justice Department on its Court of Claims cases shows an 
average needed time of some 2714 days on claims under $100,000 and about 35 
days on those over $100,000. These estimates cover preparation of the attorney 
for the hearings as well as the hearing itself. (Reference: The Commission’s 
Memorandum in Support of Revised Justification of Fiscal 1953 Anpropriation 
Request and Supplemental Appropriation Request for Balance of Fiscal 1952.) 

4. Summary: The survey team estimates that a total of 17.6 man-years will 
be required for the work of the Solicitor and field branch to complete the initial 
and final decisions on the 1,481 Yugoslav claims. The Commission’s estimate is 
49.8 man-vears. 

The survey team includes no estimate for the work of the Valuation and Investi- 
gation Division, which it would abolish. The Commission has determined that 
the services of the Valuation and Investigation Division are indispensable, both 
with resnect to the work incident to the initial decisions and the expert advice 
and testimony necessary in connection with the formal hearings. The Commis- 
sion’s estimate for such essential services, based upon its experience and judg- 
ment, is 13.6 man-years. 
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Thus the difference between the survey teams’ estimate and that of the Com- 
mission is the difference between 17.6 man-years and 63.4 man-years. The 
survey team’s estimate is patently the product of guess-work reached after a 3- 
day superficial survey. The Commission's estimate is the result of a careful and 
comprehensive study of the workload by the legal, valuation, and field staffs, based 
upon actual experience in the initial processing of approximately one-third of the 
1,481 claims, experience in conducting investigations in Yugoslavia, and the 
mature judgment of the legal and valuation experts on the staff of the Com- 
mission. The only justifiable criticism of the Commission’s estimate is that it is 
too conservative and too optimistic in the light of the experience of the justice 
department and of earlier claims commissions. 


II. Sheet marked “Estimated requirements to completion of operations (per sur- 
vey team)” 

1. The first item covers the three Commissioners and the three secretaries. 
Omitted is the consultant to the Commission on Yugoslav laws, customs, and 
practices. The omission is a serious one and is nowhere explained by the survey 
team. 

2. All other personnel of the Commission are shown under “Office of the 
Solicitor.” Such an organizational arrangement is not sound, practicable, or 
legally permissive. 

3. A total staff of seven lawyers is shown for the Solicitor’s office, including the 
Solicitor. In order to complete the adjudication of the 1,481 Yugoslav claims 
by the statutory deadline of March 10, 1954, a total staff of 11 lawyers will be 
needed. (If the work of the General Counsel and Valuation and Investigation 
Division were to be taken over by the Solicitor and his staff, as recommended 
by the survey team, the staff would have to be further augmented. ) 

4. The survey team would allow one secretary and two clerk-stenographers to 
handle the stenographic work of seven lawyers. The experience of the Solicitor 
over the past 9 months reveals the inadequacy of this ratio. The survey team 
in addition allows for one clerk-typist. 

5. The Executive Director is shown under the Solicitor with a combined clerk- 
administrative assistant, a secretary and a clerk-stenographer. The present staff 
handling the work in the Executive Director's office totals six. The survey team 
does not show how the work could be handled by a smaller staff. (Mr. Shaner, 
the technical adviser to the survey team on legal matters, makes a separate 
recommendation that the position of Executive Director be abolished.) 

6, The General Counsel is omitted from the survey team’s estimated require- 
ments, in line with a separate but related recommendation. That recommenda- 
tion is without support in law. The Commission’s estimate of requirements 
provides for one additional lawyer to assist the General Counsel, since the work- 
load there is increasing as the work progresses, and, although not too vital, the 
assistant might be able to find some time to reduce to writing some of the legal 
opinions of the General Counsel, a situation that the survey team thought would 
be desirable. 

7. The Valuation and Investigation Division would be abolished by the survey 
team and, hence, it includes nothing in its “Estimated requirements” for this 
function in the Washington office. 

‘The Valuation Division performs a vital function and, in the view of the Com- 
mission, could not be dispensed with. The legislative history of Public Law 455 
shows a congressional understanding and intent that there would be valuation 
experts on the Commission’s staff available to advise the staff and the Commis- 
sioners during the formal hearings on claims and otherwise in the adjudication of 
claims. The present staff of 1.5 valuation employees should, in the judgment of 
the Commission, based upon workload studies, be increased to 6.5 valuation 
experts, plus stenographic help. 

8. The survey team’s “estimated requirements” have provision for seven ap- 
praisers in the Field Branch in Yugoslavia. The Commission’s estimated re- 
quirements, based upon analysis of the workload, is a total of 11 appraisers, plus 
necessary clerical, stenographic, photographic services, etc., to complete the 
adjudication process within the prescribed statutory period. The former field 
staff of four employees has recently been reduced to zero because of the reduction 
of this year’s budget from the requested $265,000 to the appropriated $200,000. 

9. The survey team would allow three “locals” to take care of the clerical, steno- 
graphic, translation, and chauffeur services of the recommended seven appraisers. 
The seven appraisers, if such a staff is authorized for the balance of the current 
fiscal year and funds are provided, would be set up by the Commission as three 
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teams of two men each for separate parts of Yugoslavia with the branch chief in 
and working out of Belgrade. The three “locals” would merely provide the essen- 
tial chauffeur-translators for the three teams. Thus the survey team makes no 
provision for any stenographiec or typing help. That, of course, would be an 
impossible situation and the survey team does not indicate how it could be suc- 
cessfully met. The Commission’s estimate of Field Branch requirements, based 
upon the workload, is 12 nonprofessionals, compared with the 3 recommended by 
the survey team. 

10. Summary: The survey team would provide a total Washington and Field 
Branch staff of 31 persons (the equivalent of the present staff) to complete the 
1,481 adjudications by June 30, 1953. The Commission’s estimate, based upon 
study of the workload and the Commission’s experience to date, calls for a total 
staff of 70 persons for the fiscal year 1952 and 71 for the fiscal year 1953, having in 
mind March 10, 1954, as the final date for completion of all adjudications. The 
survey team found a budgetary need for $261,000 for the fiscal year 1952 and 
$239,000 for the fiscal year 1953. The Commission’s estimate is $450,375 for the 
fiscal year 1952 and $605,163 for the fiscal year 1953. 


III. Sheet marked “Other objects (per survey team)” 


1. The survey team would provide $32,500 for travel in each of fiscal years 
1952 and 1953. The difference arises from the differing estimates as to number 
ot field employees and man-months required to do the job. 

2. The survey team would provide no funds for “Transportation of things—03.” 
The Commission’s estimate for the fiscal year 1952 is $10,200, but this will depend 
upon the source of the personnel to handle the field work. 

8. For items 04, 05, 06, 07, and O8 the differences between the survey team’s 
and the Commission’s estimates are attributable to the differences in their esti- 
mates of the size of the staff required and man-months needed. 

4. The survey team would provide nothing for item “09 Equipment.” The 
Commission estimates $15,813 for the fiscal year 1952 and $3.500 for the fiscal 
year 1953. The actual amount of equipment will depend upon the size of staff 
ee The field staff will need two additional automobiles; one is now on 
land. 


Estimated requirements to completion of operations (per survey team) 
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Estimated requirements to completion of operations (per survey team) —Continued 
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Survey team appraisal of requirements to process claims, Jan. 1, 1952, through 


June 30, 1953 (excludes Commissioners’ office, executive director staff, secretarial 


and clerical) 


1. Preliminary review (Solicitor): 
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ft 3. Review, after field investigation (Solicitor): 
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Bs penk: Bavinwe, 146900 cnehe 100 Gays i ok ks sh a eee es 5 

i Large: Reviews, 1 weekX145 cases=145 weeks............--...------------------------ 33 

By NE i a ee eS 79 

a 4. Hearings (Solicitor): 

Be 240 cases (other than large), at 1 day=240 days.................-....--.-22-------- 2. ee 12 

a 32 cases of the large ones, at 10 days=500 days..................---.-.----------------- 25 

kK eee iit Oe Ee ee se erate tar ie te eae 37 

PE Note.—These estimates are sufficiently liberal to provide for handling Panama claims of $300 to $400,000, 

r The Commission’s appraisal of requirements to process claims Jan. 1, 1952, through 

Fs Feb. 28, 1954 (excludes Commissioners’ Office, executive director staff, general 

i counsel staff, secretarial and clerical) 

a 1. Preliminary review (Solicitor): Man- 
| ; poem 1,000 cases remain for review. months 
: ow-— 

i en ee ss hat on sakddnmpecdumaene pe ckmmakenaba hours.. 3, 600 

/ SRILA Se OT GI sé Sab Shh ocd hdd dcwweduebdbaiccedads do.... 4,640 

ie i a 28, 240 
4 Less: Work accomplishment to Jan, 1, 1952 (5 attorneys). ..........-..---.--..--..-.. —10 
lhe i te a ol a ce EE ee eas abit eewuaglehapaniiibedeleinhh 44 
. Field investigations: 
Real-estate cases: 
a cement; POW GUNNS so oe eh) ok Pi oe hours each... 7 
DEROr OPOEG, COO CRDUD oo Sind cin ciinits ecenispktniodins il inca nialathotitn nals 64.: 12 
I BO isan ciao buirncdedatiemba nin muck adidimeusch Geunnneietineammbae do.... 4 
FO 8 a a hh shi bali emdbbiiees 38 
a a a Ba man-days.. 1,319 
Ries CUES TEN, OE DU GG CO ios nth in nck dein ensiodddncncencncncenesee do.... 4,350 
RNIN oA REIN Re Tale er i gk i a hl MIRED OD ok le es do.... 5, 669 
I tii Li aaa cok lh ae a a i il i el a ta 298 
3. Review, after field investigation (Solicitor) (recommendations for initial decisions): 
Real-estate cases: 1,100 cases, at 13 hours 
Bank cases: 200 cases, at 6 hours. ..... 
ee ES EE REC Ee eee 
POURS babi sade dacelnah mek Laeees bls cctbeendacawcubnndsddaccdstadaiacsaddnwdbs can ‘ 
NI Ss iii in ced ear Aa ee aid et ah cen cbhiaibbl biddiin obbibicblialakabe wake 187 
4. Heari~gs (Solicitor): 
2") cases (other than large), at 1.5 man-days -..................-..-.-.-.-. man-days.. 360 
er ON as Oe en II sn s ote occa kk cdtcdsosntbascadecdeteseedes do.... 946 
UN al i ——— VS 
ems i ait. Ft ee, BUSS CN cd becuse dkdd< ks eckedublseenuds dads lantbeoswn 68.7 
| i ea ae ean wi crete oa up eh bald Eke bet hind oe abel Wena oe 597.7 


1 Man-months are based upon 19 working days, which excludes annual and sick leave and holidays. 
2 Or 54 man-months. 
+ Hours each (average). 
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The Commission's appraisal of requirements to process claims Jan, 1, 1952, through 
Feb. 28, 1954 (excludes Commissioners’ Office, executive director staff, general 
counsel staff, secretarial and clerical) —Continued 


5. Valuation Division—reviews: Man- 
Preliminary reviews (about 1,000 cases remain): months 
900 cases, at 4 hours.____ ; Hours... 3, 600 
145 cases, at 16 hours_.___._- es Sisapedetcne a Peeing a, on BRE | 39 
Total aa 2 as a do.__.. 5,920 
Review after field investigation: 
990 cases, at 4 hours. ____-- p do 3, 600 
145 cases, at 40 hours-__. TS LS . ei oy enews baie ne 
fee 62 
Total pa coaich-o tani ; 5 a8 do_... 9, 400 


6. Hearings, Valuation Division: 


240 cases (under $100,000), at 1 day sé Se ene 2 a ci ek ..----Man-days 24) 

97 cases (over $100,000), at 9.8 4 days-..................____- HD cake feoe en. act 62.3 
Total PEG a iews La dubls bah dabioes eco ee ae do.. 1, 188 
I ng a lea ch niin’ sake suite Teas es 163.3 
IS IG 2 se x dah nai ens Sachi adsbe admins Gone Shonen ee Paes 161 


. ‘ — is a composite figure [the actual composite is 9.753]; the estimated time per claim varies from 4 to 
0 days. 

OBF—Mr. Edward B. Wilber. 

CC—Roy C. Baker, Commissioner. 


CoMMENTS Upon THE “REPORT OF STUpY OF THE OPERATION OF THE INTERNA- 
NATIONAL CLAIMS COMMISSION” 


This memorandum is with reference to comments on the above subject which 
were transmitted to you by Josiah Marvel, Jr., Chairman of this Commission, 
under date of December 20, 1951. 

In transmitting his comments to you Mr. Marvel correctly stated that such 
comments had the approval of a majority of the Commission, to wit, Chairman 
Marvel and Commissioner McKeough. 

I think it is only proper that you should know my position on these comments. 
In the first place, I want the record to show that [ had no part in drafting the 
comments sent to you by Mr. Marvel, was never consulted about such comments, 
and did not see the comments until December 27, at which time I received a letter 
transmitting a copy thereof from the general counsel of this Commission. This 
was while I was in Texas on my Christmas vacation. 

I wish to make it clear that the comments which were sent to you by Chairman 
Marvel do not reflect my position or opinion as to the matters to which they relate. 

I agree with the conclusions of Mr. Matthew J. Kust, Mr. Andy H. Wallen, and 
Mr. Maurice P. Shaner that this Commission has not made the progress it should 
have made. It is my further opinion that up to this time the Commission has not 
yet evolved a plan or method of operation which will enable it to adjudicate the 
claims as Congress intended it should do. 

I believe that Messrs. Shaner, Kust, and Wallen made a conscientious and 
unbiased study of the Commission and that they offered many constructive 
and worth-while suggestions which merited careful consideration by the Com- 
mission. 

I disagree most strongly with the majority of this Commission in their conclu- 
sion that the manner of operation suggested by Messrs. Shaner, Kust, and 
Wallen would conflict in any way with the International Claims Settlement Act 
of 1949. 

It is my humble judgment that unless this Commission immediately adopts an 
entirely different approach to its problems, it will not be able to justify its 
further existence. 


CLAIMS ADJUDICATED 


Senator McCarran. I understand you have settled no claims up to 
date ? 

Mr. Marve. We have adjudicated claims, Senator, involving over 
$11,000,000. We have claims filed with us for approximately $150,- 
000,000. 

Senator McCarran. Have those been settled since the House hear- 
ings? 
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Mr. Marve. No, sir. Some of them were settled before the House 
hearings. At the time I testified before the House committee, I testi- 
fied to the fact that we had settled claims of over $9,000,000. I am sure 
that appears in the record. 

Senator McCarran. The record contains this statement by Mr. 


Wilber: 


The statement that was presented to the committee, Mr. Chairman, indicated 
no claims had been finally adjudicated; that there were a number presently 
under review and investigation and were approaching the adjudication stage. 

That was Mr. Wilber’s statement, and he is here now. 

Mr. Wiser. Mr. Chairman, that was my belief at the time. I would 
just like to check the record. I believe that agrees with the statement 
that was filed with the committee of the House, and I believe it is also 
set forth in the statement that had been filed with this committee 
just now. 

Mr. Marver. Well, I am sure Mr. Wilber does not want to represent 
to this committee or any other committee facts that are inaccurate. 

Senator McCarran. Well, you did not take issue with Mr. Wilber 
then in the House. 

Mr. Wiper. I believe Mr. Marvel was not present at that particular 
hearing. 

Mr. Marveu. No; I was not there at that time. 

Senator McCarran. Nobody took issue with your statement. 

Mr. Marve. I was not present. 

Senator McCarran. Lam speaking to Mr. Wilber now. 

Mr. Wixeer. That is correct. - No issue was taken with that state- 
ment. 

Senator McCarran. What change has taken place since the House 
hearings? That statement was made in the House hearings; was 
it not? 

Mr. Wixper. That is correct, Mr. Chairman. 

Senator McCarran. All right, what change has taken place since the 
date of the House hearings / 

Mr. Marvet. We have settled more claims. We have adjudicated 
more claims since then, $2,000,000 worth in addition. 

Senator McCarran. How much money have you paid out ¢ 

Mr. Marve.. We have not paid out any, sir. 

Senator McCarran. How much have you received ¢ 

Mr. Marve. We have received $17,000,000. 

Senator McCarran. $17,000,000 for the adjudication of the claims ? 

Mr. Marver. For the adjudication of claims totaling over 
$150,000,000. 

Senator McCarran. All right, go ahead. 


OBTAINING EVIDENCE OVERSEAS 


Mr. Marve. Our real problem, Senator, is obtaining evidence. 
That can only be obtained in Yugoslavia. That is the major reason 
for the request for an increased appropriation, which increase was 
approved by the President’s budget. 

Senator McCarran. All right. Is there anything else you want to 
say ‘ 

How many people do you want overseas ? 
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Mr. Marve. We want 14. We estimate a need for 14 people over- 
seas. 

Senator McCarran. What will they do? 

Mr. Marver. We anticipate that they will be divided into what we 
call three task forces which will be able to spread over the country 
simultaneously and collect the necessary information we need as to 
~. ownership and value of the property which are the subject of the 
claims. 

Mr. Wirzer. Just for the record on that, Mr. Chairman, on the ques- 
tion of that adjudication, there is no reference in the filed statement 
to the fact that any claims have been finally adjudicated. 

Is that correct, Mr. Marvel? Perhaps I was uninformed at the 
time I made that statement, but there is nothing in the statement filed 
before the committee. 

Senator McCarran. Do you mean this one? 

Mr. Wizzer. That is correct, sir. 

Senator McCarran. All right. Have you finished, Mr. Marvel? 

Mr. Marve. Yes; I have finished on this subject, Senator. 

. Senator McCarran. In order that the record may show the attitude 

of all of the members of the Commission, I should like to hear the 
other members of the Commission. They are here. I requested their 
presence. 

What have you to say about this Commission and what it is doing? 


BACKGROUND OF PROGRAM 


Mr. McKroven. Well, I think that the Commission has really no 
apology to offer to anyone for its performance. I think that when 
we were created by law in March of 1950, it was August 28, 1950, before 
we were sworn in. At that time we had nothing but the three Com- 
missioners. We looked to the State Department, the father and the 
sponsor of the legislation, obviously, to help us get organized. 

The State Department had, as you probably are familiar, initiated 
legislation for the creation of this Commission. The original draft 
of that legislation provided that the Secretary of State was to appoint 
the Commissioners. That was subsequently changed in the Senate. 
The House had passed it in that fashion. It went to the Senate, and 
the Senate Foreign Relations Committee changed that feature of the 
act to provide for the appointment of the Commissioners by the Presi- 
dent, with the consent of the Senate. 

After we were appointed, we went to the State Department and 
sought their cooperation in attempting to get ourselves organized. 
Obviously, the State Department, because of the nature of our Gov- 
ernment, had initiated the negotiations with Mr. Tito, or through 
his Government. And, as a result, they made a settlement for the 
claims of American citizens in Yugoslavia whose property had been 
nationalized by the Yugoslavian Government to settle those claims for 
the amount of $17,000,000. 

Now, hindsight, they say, is better than foresight. There was on 
deposit in the New York Federal Reserve Bank at the time of the 
negotiations some $42,000,000 of gold that had been taken from the 
Yugoslav Government under King Peter and for safe keeping had 
been deposited in the Federal Reserve Bank of New York City. 
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Now, at the time the negotiations were under way and were ulti- 
mately consummated, the State Department agreed to settle the claims 
which they figured at that time, according to the testimony of the 
discussion on the floor of the House by Mr. Ribicoff, for approximately 
$40,000,000 as a maximum. 

Now, as it developed, the claims were for $152,000,000. I am not 
critical of the State Department with relation to their having sug- 
gested to the Congress and the Congress having accepted the deduction 
of 3 percent, from any awards under the claims that were adjudicated 
to compensate for the expenses of this Commission with the 3 percent 
to be deposited into “Miscellaneous receipts of the Treasury.” At 
that time, as Mr. Marvel has indicated, it was assumed, I understand, 
as has been confirmed by Mr. English of the Legal Office of the State 
Department, who was involved in the negotiations as well as another 
gentleman who is no longer, incidentally, in the State Department 
and who was subjected to a hearing by this Commission with relation 
to unethical conduct 





CHARGES OF UNETHICAL CONDUCT AGAINST STATE DEPARTMENT ATTORNEY 





Senator McCarruy. That was Mr. 

Mr. McKroueu. Yes, Senator, Mr. 

Now, a great deal of time was devoted by this Commission’s per- 
sonnel to the study of the charges against this gentleman, and hearings 
were held and a decision reached by this Commission, the majority of 
whom decided that this particular fellow was guilty of unethical 
conduct. 

Senator McCarran. In what respect? 

Mr. McKrouen. He solicited business from those who had had cor- 
respondence with the State Department during the period of the 
negotiations before this agreement with Yugoslavia was reached. 

Senator McCarran. Now, let me understand that. I am a little 
bit dense on that right now. He was not a member of your Com- 
mission ¢ 

Mr. McKeroven. No. He was in the State Department. He was a 
part of the State Department. 

Senator McCarran. He was an employee of the State Department ? 

Mr. McKerouen. Yes, in the Legal Office. 

Senator McCarran. And he was charged with having solicited 
business on the outside? 

Mr. McKxroucu. The charge was that he had solicited business 
among the people who had had correspondence with the State Depart- 
ment in connection with their claims that might be filed, in connection 
with any settlement that might be made. 

Mr. Wiper. Mr. Chairman, he did not do that, I believe, until after 
he left the employ of the State Department. I believe that is correct. 
Is it not, Mr. McKeough ? 

Mr. McKrovueu. No, sir; I cannot accept that. The evidence does 
not indicate that. 

oe McCarran. No; he was assigned as a legal adviser to your 
staff / 

Mr. McKxovuen. No; he was not. We had nothing to do with him. 
In fact, he came to the chairman the day we were sworn in and asked 
the chairman to employ him as general counsel for the Commission. 


, Was it not? 
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Senator MoCarran. He never served in that position? 

Mr. McKrovuen. No, sir. He was never hired in that position. 

Senator McCarran. Well, then, what did the Commission have 
to do with him? 

Mr. McKxroucu. What did we have to do with him? 

Senator McCarran. Yes. 

Mr. McKerovueu. Only that there was a charge of unethical conduct 
made against him. Under the rules of the Commission, we have juris- 
diction over those who appear before the Commission. Under those 
rules, we tried him for illegal conduct and found him guilty. 

Senator McCarruy. Am I correct in understanding the situation 
to be this: This attorney was in the State Department. While in the 
State Department, he had an opportunity to get the knowledge of the 
various claims that would be filed before your Commission. Then he 
solicited those claims. He became attorney for the claimants, and 
then appeared before your Commission as attorney for the claimants. 
That is what gave you jurisdiction over this attorney; is it not? 

Mr. McKeoucu. That is right, as the attorney representing the 
claimants. 

Senator McCartuy. I am not sure whether the chairman got that 
complete picture or not. 

Mr. McCarran. I am trying to get it. I have not been into this 
before. At least, if I have, I have forgotten about it. 

Senator McCarrny. As I understand the picture, this attorney was 
in the State Department. While in the State Department he could 
see the correspondence with various claimants. Then he solicited 
those claimants, became their attorney, and then appeared before the 
Claims Commission as their attorney. That gave them the jurisdic- 
tion to call him in and pass upon the question of whether his conduct 
was proper or improper. 

Senator McCarran. Now, he saw the correspondence that was in 
the State Department ? 

Mr. McKeovueu. That is right, before we ever got it. 

Senator McCarran. He did not see the correspondence that was 
in the Commission ? . 

Mr. McKrovucu. No. The correspondence he saw was that which 
we inherited from the State Department. 

Senator McCarran. Well, he could not have seen that? 

Mr. McKerovuan. Yes; he did because that correspondence was de- 
veloped over the years of the negotiations leading to this agreement 
which we had with Yugoslavia. 

Senator McCarran. I see. 

Mr. McKeoven. In addition, the House Committee on Appropria- 
tions had asked that a list be prepared showing the names and ad- 
dresses of the claimants. This gentleman testified that that was not 
the practice of the State Department. They wanted to safeguard 
against lawyers being able to secure such lists for the purpose of seek- 
ing the opportunity to get clients. But a list was prepared. We had 
such a list sent to us by the State Department, which was after we 
were created. 

Now, the testimony at the hearing indicated that that list passed over 
the desk of this attorney before he left the State Department. 

Mr. Wiper. His office actually reviewed that list, Mr. Chairman. 

Senator McCarran. He actually reviewed the list ? 
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Mr. Wuper. Yes. 

Mr. Humenstne. While in the legal office of the State Department. 

Senator McCarran. And he then took advantage of the information 
that he got out of it? 

Mr. estermean: That is the charge. 

Mr. McKeroven. That is the er 

Mr. Marve. It is the finding of the Commission. 

Mr. Humetstne. The finding of the Commission which is under 
appeal now. 


DISCIPLINARY ACTION IN CASE 


Mr. McKrovueu. It is now resting with the Secretary of State under 
the rules that were filed for disciplinary action by the Commission. 
At the beginning of the hearing, we had no such rules, but the State 
Department’s counsel, Mr. Fisher, suggested to the Commission that 
we create such rules, I presume, in his judgment, to safeguard against 
court action in the event this particular person was found guilty and 
denied the privilege of appearing before the Commission to prosecute 
the claims. 

Senator McCarran. Then your Commission made a finding after a 
hearing? 

Mr. McKroveu. Yes. 

Senator McCarran. And, on that finding, you found him ineligible 
to practice before your Commission ? 

Mr. McKeoven. That is right, and that is subject to appeal before 
the Secretary of State. 

Senator McCarran. Why should he be subject to an appeal? 

Mr. McKeovucu. For the reason that the disciplinary rules that 
were suggested to us by the Legal Office of the State Department 
suggested that that procedure be followed. Now, we have no quarrel 
with that. We find ourselves in a very peculiar position, incidentally, 
at times. Sometimes we are welcomed to be considered within the 
State Department. Sometimes we are not. In this particular case we 
were asked to be a part of the State Department, and we readily 
acceded. 

Senator McCarran, Well, let me see. You are not a part of the 
State Department ? 

Mr. McKroucn. Well, that is our interpretation, Senator; that we 
are. It was indicated by Mr. Humelsine at the hearing on February 
18, before the House committee, that that is the case. He said that 
we were under the State Department only for light-housekeeping pur- 


poses, such as helping us get personnel, stenographers, clerks, and so 
forth, and for other activities such as that. 


APPEAL OF CLAIMS CASES 


With relation to the findings with respect to claims, it is quite defi- 
nite in the statute that there is no appeal from the findings of the 
Commission except by the claimant. Whatever our original finding 
might be under Jaw—and that is where we differ somewhat from pre- 
vious claim commissions—the claimant has a right that is not discre- 
tionary with the Commission to come in and ask for a full hearing, 
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bringing in his witnesses, and so forth, to contest whatever the 
original finding of the Commission might be. 

Senator McCarran, Does the Administrative Procedure Act apply 
to you? 

Mr. McKroven. Well, that brings up a question, Senator. I am 
not a lawyer, I am attempting to indicate what took place. I think 
our Chairman can better answer that than I can. 

Senator McCarran. Anybody can answer it. 


ADMINISTRATIVE PROCEDURE 


Mr. Humetstne. I think the position of the State Department on 
that question was that the Administrative Procedure Act did apply. 
We took it up with the Commission, and I think the decision was that 
we would go ahead and establish rules under which they would try 
this particular case under the Administrative Procedure Act. 

The Commission agreed to go along with that procedure and to 
have the rules published accordingly. Is that correct, Mr. Chair- 
man ? 

Mr. Marver. No; that is not my understanding. And if that were 
the fact, then I believe the rules as adopted would have stated that 
they were adopted in accordance with the Administrative Procedure 
Act. They do not recite that. 

Mr. Humetstrne. I will be glad—this is out of my particular field 
of competency, but I would be glad to have Mr. Fisher, the legal 
adviser of the Department, come up and go into this particular ques- 
tion, Mr. Chairman. 

Mr. Marve. The act creating this Commission clearly states that 
insofar as the Administrative Procedure Act is not inconsistent with 
the statute, it shall apply. That is in the basic legislation. 

Senator McCarran. Right now, as I see it, I do not see where it is 
inconsistent. I am unable to see where it would be inconsistent with 
the law, and I think it does apply. 

Mr. Marvet. Referring to this particular hearing to which Com- 
missioner McKeough has described involving charges of unethical 
conduct, the rules in effect apply to the principles of the Administra- 
tive Procedure Act by making the final decision of the agency rest 
in the Secretary of State. 

Senator McCarran. Your rules do that? 

Mr. Marvet. Our rules provide for that. 

Senator McCarran. I do not see how you twist around because you 
are set up separately from the State Department. The House put you 
under the State Department in a way, but—— 

Mr. Marve. We are entirely under the Secretary of State. 

Senator McCarran. The House originally put you under the State 
Department in a way by declaring that the Secretary of State shall 
appoint you. The Senate did away with that provision and pro- 
vided that the Commissioners would be appointed by the President, 
which took you out of the State Department completely and made 
you a separate entity. I cannot see anything else to it. The Ad- 
ministrative Procedure Act immediately attached. 
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Mr. Wireer. There is a provision in the final act which reads 
as follows: 


Section 3 (a). There is hereby established in the Department of State a 
Commission * * * 


So that there is some question as to whether it is in or out of the 
State Department. That question is not entirely clear. 

Senator McCarran. It will be necessary to take a short recess 
to answer to the roll call. 

(A short recess was taken.) 

Senator McCarran. Let us go back and see if we can pick up the 
threads of our discussion. [| think, Mr. McKeough, you were dis- 
cussing the matter. Now, what significance does this incident have 
in connection with this appropriation, that is, the disbarment, if 
I may term it such, of the right of this man to practice before your 
Commission ? 

Mr. McKrovuen. Well, I don’t think, Senator, that has anything 
to do directly with our appropriation. 

Senator McCarran. If your facts are well founded as regards 
this individual, you are to be commended because no one should take 
advantage of his position in the State Department to solicit clients 
and practice in that way. But I do not know anything about the 
facts. You know the facts. You are to be commended for that 
proposition. I cannot imagine that the Secretary of State would 
reverse your position. I do not know anything about the facts, but 
they will speak for themselves. 

Mr. McKroucn. That is right. 

Senator McCarran. I think your dismissal or your disbarment, if it 
may be so termed, of this individual has really nothing to do with this 
appropriation. It is kind of a side issue. 

Mr. McKrovueu. Well, I am not attempting to becloud the situ- 
ation, but I am merely attempting to point out that the gentleman 
who was involved was the one who appeared before both the Senate 
and the House legislative committees in connection with the introduc- 
tion and the passage of the act. He was in a position, of course, to 
really know the background. He had fathered the 3 percent deduction 
to be taken from the award payments to compensate for the expenses 
of the Commission. 


YUGOSLAVIAN CLAIMS 


It was quite obvious and evident from the discussions at the hearings 
and the discussions on the floor in connection with the act that the 3 
pereent was obviously selected because not only was the $17,000,000 of 
the Yugoslavian Government’s fund involved but those of Czechoslo- 
vakia and Poland totaled together some $70,000,000 more of claims. 
This act provided that in the event of an agreement being reached 
with Yugoslavia an agreement to cover all of the claims to be settled by 
this Commission, we then would have apparently not only enough but 
maybe more than enough in the 3 percent of the $70,000,000, which 
amount would be $2,100,000. 

I point that out as an indication of why we are now seeking an 
improvement over what the House has provided in contemplating some 
relief through the legislative committee of the House and the Senate 
in raising the 3-percent provision to 6 percent or better. 
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bringing in his witnesses, and so forth, to contest whatever the 
original finding of the Commission might be. 

Senator McCarran. Does the Administrative Procedure Act apply 
to you? 

Mr. McKroven. Well, that brings up a question, Senator. I am 
not a lawyer, I am attempting to indicate what took place. I think 
our Chairman can better answer that than I can. 

Senator McCarran. Anybody can answer it. 


ADMINISTRATIVE PROCEDURE 


Mr. Humetsine. I think the position of the State Department on 
that question was that the Administrative Procedure Act did apply. 
We took it up with the Commission, and I think the decision was that 
we would go ahead and establish rules under which they would try 
this particular case under the Administrative Procedure Act. 

The Commission agreed to go along with that procedure and to 
have the rules published accordingly. Is that correct, Mr. Chair- 
man ¢ 

Mr. Marvet. No; that is not my understanding. And if that were 
the fact, then I believe the rules as adopted would have stated that 
they were adopted in accordance with the Administrative Procedure 
Act. They do not recite that. 

Mr. Humetsrnr. I will be glad—this is out of my particular field 
of competency, but I would be glad to have Mr. Fisher, the legal 
adviser of the Department, come up and go into this particular ques- 
tion, Mr. Chairman. 

Mr. Marve. The act creating this Commission clearly states that 
insofar as the Administrative Procedure Act is not inconsistent with 
the statute, it shall apply. That is in the basic legislation. 

Senator McCarran. Right now, as I see it, I do not see where it is 
inconsistent. I am unable to see where it would be inconsistent with 
the law, and I think it does apply. 

Mr. Marvet. Referring to this particular hearing to which Com- 
missioner McKeough has described involving charges of unethical 
conduct, the rules in effect apply to the principles of the Administra- 
tive Procedure Act by making the final decision of the agency rest 
in the Secretary of State. 

Senator McCarran. Your rules do that? 

Mr. Marvet. Our rules provide for that. 

Senator McCarran. I do not see how you twist around because you 
are set up separately from the State Department. The House put you 
under the State Department in a way, but—— 

Mr. Marve. We are entirely under the Secretary of State. 

Senator McCarran. The House originally put you under the State 
Department in a way by declaring that the Secretary of State shall 
appoint you. The Senate did away with that provision and pro- 
vided that the Commissioners would be appointed by the President, 
which took you out of the State Department completely and made 
you a separate entity. I cannot see anything else to it. The Ad- 
ministrative Procedure Act immediately attached. 
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Mr. Wirper. There is a provision in the final act which reads 
as follows: 


Section 3 (a). There is hereby established in the Department of State a 
Commission * * * 


So that there is some question as to whether it is in or out of the 
State Department. That question is not entirely clear. 

Senator MoCarran. It will be necessary to take a short recess 
to answer to the roll call. 

(A short recess was taken.) 

Senator McCarran. Let us go back and see if we can pick up the 
threads of our discussion. [ think, Mr. McKeough, you were dis- 
cussing the matter. Now, what significance does this incident have 
in connection with this appropriation, that is, the disbarment, if 
I may term it such, of the right of this man to practice before your 
Commission ? 

Mr. McKxroven. Well, I don’t think, Senator, that has anything 
to do directly with our appropriation. 

Senator McCarran. If your facts are well founded as regards 
this individual, you are to be commended because no one should take 
advantage of his position in the State Department to solicit clients 
and practice in that way. But I do not know anything about the 
facts. You know the facts. You are to be commended for that 
proposition. I cannot imagine that the Secretary of State would 
reverse your position. I do not know anything about the facts, but 
they will speak for themselves. 

Mr. McKrovcn. That is right. 

Senator McCarran. I think your dismissal or your disbarment, if it 
may be so termed, of this individual has really nothing to do with this 
appropriation. It is kind of a side issue. 

Mr. McKerovcen. Well, I am not attempting to becloud the situ- 
ation, but I am merely attempting to point out that the gentleman 
who was involved was the one who appeared before both the Senate 
and the House legislative committees in connection with the introduc- 
tion and the passage of the act. He was in a position, of course, to 
really know the background. He had fathered the 3 percent deduction 
to be taken from the award payments to compensate for the expenses 
of the Commission. 


YUGOSLAVIAN CLAIMS 


It was quite obvious and evident from the discussions at the hearings 
and the discussions on the floor in connection with the act that the 3 
pereent was obviously selected because not only was the $17,000,000 of 
the Yugoslavian Government’s fund involved but those of Czechoslo- 
vakia and Poland totaled together some $70,000,000 more of claims. 
This act provided that in the event of an agreement being reached 
with Yugoslavia an agreement to cover all of the claims to be settled by 


this Commission, we then would have apparently not only enough but 
maybe more than enough in the 3 percent of th 
amount would be $2,100,000. 

I point that out as an indication of why we are now seeking an 
improvement over what the House has provided in contemplating some 
relief through the legislative committee of the House and the Senate 
in raising the 3-percent provision to 6 percent or better. 


e $70,000,000, which 
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Senator McCarran. Well now, right there, let me interrupt you? 

Mr. McKerovueu. Yes, sir. 

Senator McCarran. No such agreement such as that entered into 
with Yugoslavia has been entered into with other countries? 

Mr. McKrouan. No, sir; only the Republic of Panama. 

Now, I had understood—and this is only from what the State De- 
partment tells us—that the Czechoslovakian delegation had entered 
the United States for the purpose of consummating a similar agree- 
ment, and then the gentleman who was in charge of the delegation, 
whose name at the moment I do not know—but the records are easily 
available—took political refuge here. He decided that he did not 
want any more of the iron curtain dictation. He is, in my judgment, 
a pretty smart fellow. I think he was pretty smart. So that mission 
had to go back to Czechoslovakia and there was no agreement reached 
with the Czechoslovakian Government. 

The Poles apparently never got here. Whatever the negotiations 
were between the State Department and the Polish Government was 
apparently in the status of uncertain developments to a finality at 
least. 

But at the time this legislation was being considered, it was evident 
to the State Department people representing the State Department 
before the committees of the ~ ating and the Senate that this thing was 
going to pass. I am only offering this, Senator, to defend the 3 percent 
offered by the State Department and to point out that they did, justifi- 
ably so, because they felt the other $70,000,000 would be forthcoming. 
We would have no trouble about getting money enough to get a staff 
with which to do the work, 

This law itself to us is an obligation of the highest type of judicial 
ascertainment of value. We are not to be allowed to arbitrarily or 
‘apriciously take $17,000,000 then shuffle it on a percentage basis of 
$150,000,000 worth of claims, $17,000,000 to service them, and roughly 
10 percent for every claim, close the books, and call ita day. It would 
be very simple if we could do that. We are not permitted to do it 
under our law, and thank God this is still a country of law and not 
of man. So we are trying to find a way to do it under the law, to do 
it economically, to do it efficiently, and to do it as the Government 
wants us to do it. 


HOUSE COMMITTEE ACTION 


Senator McCarran. Well, that brings us back to the House lan- 
guage now which I find in the House report. 

Mr. McKroven. Yes, sir. 

Senator McCarran. In which they say: 

The budget request for this Commission for the fiscal year 1953 is $350,000. 
The committee recommends $161,419, and is the amount remaining within the 3 
percent of the settlement funds. If it is impossible, as is the contention of the 
Commission, to complete the settlement of all claims within the amount, then 
the situation should be brought to the attention of the proper legislative com- 
mittee with a view toward increasing the percentage to be covered into the 
Treasury to defray expenses. 

That is really what you want, to increase the percentage? 

Mr. McKeovueu. That is right, Senator, but in the meantime if we 
do not get more money we are then going to be compelled to dismiss 
some of the people we now have and we cannot get them again. 
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oon McCarran. Now, the basic law provides for 3 percent, does 
it not 

Mr. McKeroven. That is right. 

Senator McCarran. I am wondering if this committee has a right 
to change that basic law. 

Mr. McKrouen. As I said, Senator, I am not a lawyer, but I do not 
think that the law prohibits this Congress from giving us more 
money. 

Senator McCarran. I am going into that in a little bit, but we have 
to go back again to vote. 

(A short recess was taken.) 

Senator McCarran. Now, let me hear from the other member of the 
Commission. : 

Before doing that, let me ask this question: How much time have 
you put in on investigating this party whom you have disbarred ? 

Mr. Marvev. He filed at least 40 different motions which we had to 
consider and write opinions on. The hearings themselves took 4 or 
5 days. There was a pretrial hearing and the final hearing. 


LEGAL PRACTICE BEFORE COMMISSION 


Senator McCarran. Let me ask you this: Could you not have spared 
yourselves that work by submitting the matter to the grievance com- 
mittee of the Bar Association here in Washington with your state- 
ment of the facts‘ You have put in more time on that than you have 
on these claims. 

Mr. Marver. We did put in a great deal of time on that case, Sen- 
ator, 

Senator McCarran. Iam sure that you were fully justified in doing 
that. 

Mr. Marver. Under our own rules, we are the judges of the qualifi- 
cations of the members who practice before us; and in my opinion and 
in apparently the opinions of the other members of the Commission 
we were the only ones who could determine that. 

Senator McCarran. All right. Supposing you had a dozen indi- 
viduals in the same category and that you were to put in the same 
amount of time on each one of them. It seems to me that we would 
be paying out money here for a purpose not contemplated by the 
statute as regards the duties of the Commission. I am just wondering 
whether your time devoted to that is justified. I am assuming every- 
thing you state to be true. 

Mr. Masvet. We think so because if we can discourage this kind of 
practice in Washington it is time well spent. 

Senator McCarran. That is a good place to discourage it. I think 
that is all right. But I think there is another method of handling it. 

Now, let me hear from the other member of the Commission. 

Mr. Baxer. I had intended to start with other matters, but you 
brought up a very interesting question; and I want you to know that 
I share the view you have expressed about any further investigations 
of this kind by the Commission. 
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UNLAWFUL SOLICITATIONS 


I might tell you that there is another possible case before the Com- 
mission at this time in which a lawyer is charged with unlawful solici- 
tation. In this connection I would like to read from a memorandum 
which I wrote to the files on March 11, 1952. It is very short, and 
I think it might help to read it. 

Senator McCarran. All right, let us hear it. 

Mr. Baxer (reading) : 

About 3:30 this afternoon the chairman came into my office while I was 
talking to Mr. Rode about the claims in the Voyvodina area, and he said that he 
thought we ought to go ahead and instruct Mr. Connolly to proceed with the 
investigation of Mr. to determine whether or not disciplinary action 
should be taken against him. 

I told the chairman that I did not think we ought to instruct the general 
counsel to proceed with this investigation until we had made a thorough investi- 
gation to determine whether or not we might refer this task to the bar associa- 
tion or whether we might not be able to get the investigation made by the Depart- 
ment of Justice. I told him that I had no idea whether either of these things 
could be done but I thought that they were worth looking into because I hesi- 
tated having the time of the staff of this Commission taken up with such an 
investigation if there was any alternative. 

I certainly believe that the experience that we have gained in the 
other case and in view of the limited time that the Commission has 
to do the job of adjudicating claims indicates that if there is any 
alternative to the Commission in handling further disciplinary actions 
it ought to pursue such alternative. 

Senator McCarran. If what has been said with reference to the 
practice of the attorney we have been discussing is true, that is, that 
he used his office in the State Department to gain access to the knowl- 
edge, and that he then used that knowledge and solicited business on 
the basis of that knowledge, he should be disbarred. He should be 
disbarred from the bar of this district, not from your committee alone. 
He should be disbarred. 

Mr. Baxer. I agree with you, Senator. 

Senator McCarran. I do not say that it is true. I do not know 
anything about it, but a case of that kind deserves disbarment, and he 
would be disbarred in any State that I have any knowledge of. 

Mr. Baxer. I just wanted to make the point clear, Senator, that 
I agreed with you on the suggestion you made. 

Senator McCarran. Supposing this occurred before a court? Sup- 
pose a court became cognizant of the fact that a fellow was a hearse 
chaser and was running down business of this kind. The court would 
not pass on it. The court would submit the matter to the bar associa- 
tion of that particular jurisdiction and it would say, “Gentlemen, 
here are some facts, and the court wants to be advised on them.” 

The bar association would proceed from there on and move his 
dismissal or disbarment if it was factual. But the court could not 
take up 5 or 6 months of its time in trying to find out whether the 
charges were true or not. I do not think the Commission is justified 
in taking up that time. 

Mr. Baxer. Of course, Senator, I do not think any of us knew at 
the time we started in how much time it would take. But certainly 
in the light of the experience we have had, I do not think we should 
take on another one. I was merely trying to agree with you. 
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Senator McCarran. I do not want to get off onto these side issues, 
and that is a side issue. 

Mr. Baxer. I would like to say to the committee that this is the 
first time I have ever been before any congressional committee, and, 
as I understand it, I am here at the request of the committee. : 


BASIC DISAGREEMENT ON ADJUDICATION OF CLAIMS PROCEDURE 


Senator McCarran. That is right. I asked that all of the mem- 
bers of the Commission appear. 

Mr. Baxer. I want to say to the committee that it is with a great 
deal of regret that I must express my disagreement with many of the 
opinions that have been expressed by the majority of this Commis- 
sion. I tell you very humbly—and I want to state my position very 
humbly and very respectfully. There is a fundamental difference of 
opinion amongst the members of this Commission, and I am in the 
minority. 

Senator McCarran. As to what? 

Mr. Baxer. In the first place, I would not be fair to myself or to 
the oath that I took as a Commissioner if I told this committee that 
I was happy about the job that has so far been done by this Com- 
mission. I would not be fair to that oath if I told you that I felt 
that there was any reasonable opportunity of getting this job done as 
I think it should be done. 

The basic disagreement, Senator, between the majority and me, 
representing the minority, is the approach to the problem of adjudi- 
cating these claims. 

As I understand the majority of the Commission, they feel that 
they are obligated, under the law, to go into these claims and adjudi- 
cate them on the same basis as sajedicatinas are made in the courts 
of this country. I think it is utterly impossible and unrealistic to 
think that you can adjudicate the claims that we have on that basis. 

You have to take a different approach and temper legalism with a 
little practicality. 

I think Congressman Preston of the House summed it up in one 
sentence and expressed the way I feel about the situation when he 
said to Mr. Marvel: 


Mr. Marvel, this job can be made a reasonably simple job or it can be made 
a difficult job to perform, depending on how you people approach it, that is, 
how aggressively you do it and how willing you are to cut through involved 
procedure that can be established if anybody wants to establish it. 

T feel that by taking a different approach we could have made a 
much better record and could have adjudicated quite a number of 
the claims. In my opinion as things are now going in the Commis- 
sion it will make no difference whether we have $160,000 or whether 
we have $350,000. I have never agreed to the appropriation request 
that came over here. I did not agree with the $350,000 request or 
whatever it was. 

T have never agreed to the request for an increased percentage in 
deductions from the awards. 

As I say, I do not want to have what TI say appear as having any- 
thing personal in it. It is a matter of basic disagreement between 
the other two commissioners and myself. I do not want to be dog- 
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matic about it. They may be right, but, as far as I am concerned, 
I am very unhappy about the situation. 

Senator McCarran. Are youa member of the bar? 

Mr. Baxer. Yes; I am, sir. 

Senator McCarran. Where? 

Mr. Baker. I am a member of the Texas bar and I am a member 
of the bar of the Supreme Court of the United States. 

Senator McCarran. Where is your residence ? 

Mr. Baker. My residence is in Sherman, Tex. 

Senator McCarran. Have you practiced ? 

Mr. Baxer. I practiced for about 15 years before I took this job, 
sir. I ama country lawyer from a little town of about 25,000 people. 

Now, that is one thing, and now I would like to cover something 
else. 

APPLICATION OF ADMINISTRATIVE PROCEDURE ACT 


The chairman of this committee directed a question as to whether 
the Administrative Procedure Act applied. That question was 
brought up before the Commission by a motion presented by the at- 
torney in question in the hearing. The majority of the Commission 
failed to rule either way, that is whether it did or did not apply. 

In a minority or dissenting opinion, I held that in my opinon the 
Administrative Procedure Act did apply. I further held or said that 
in my opinion even if I was mistaken or in error as to the law, I thought 
we should nevertheless apply the act because it represented the judg- 
ment of the Congress as the best way to obtain uniformity of pro- 
cedure in the Government, and further because it represented the judg- 
ment of the Congress as being the best way to insure a fair hearing 
and due process. There is no question about that. If we applied the 
act we would be giving the man due process. 

I thought for those reasons, that the Administrative Procedure Act 
should be applied. 

There is another matter I would like to comment on: I noticed 
that in the House hearings and also here it has been stated that it was 
the opinion of the Commission that we are a part of the State Depart- 
ment only for light housekeeping purposes. I believe that Mr. Humel- 
sine can verify that that is not my position. I think that under the 
law we are very definitely a part of the State Department. I think 
that the Secretary of State has a very definite obligation to see that 
this Commission is operated efficiently. I think it is only in the area 
of adjudication of claims that we are independent of the State De- 
partment. 

I do not want the record to show that I have taken the position that 
we are utterly divorced from the State Department. 

Now, I could make some comments with regard to the case of the 
attorney if the chairman wants to hear them. If you think it is a side 
issue and you do not want to get into it, I will not do so. 

Senator McCarran. I would like to hear your views. The others 
have expressed their views. Let us hear yours. 


SPLIT DECISION IN CASE OF ATTORNEY 


Mr. Baxer. Well, sir, there was a split decision in the Commission 
on the — case. The majority opinion which was by the Chairman 
and by Commissioner McKeough concluded that the attorney should 
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have his right to appear before the Commission revoked entirely. Ina 
minority opinion I stated that I felt that there had been considerable 
evidence ed by the Commission which was not pertinent to the 
charge, that I felt that on the basis of the evidence offered which was 
pertinent to the complaint he was guilty of several acts contrary to 
the canons of the American Bar Association, and that because of those 
violations I felt he should be reprimanded. 

I want to say that in my opinion, my very humble judgment, the 
opinion of the majority was based upon matters which were in no way 
germane to the complaint. 

There are two sides to that question, I understand; and I am sure 
that the majority can very adequately defend their position. 

In other words, Mr. Chairman, there was nothing in the complaint 
against this man with reference to what he did while he was in the 
State Department. The only issue presented in the complaint or 
perhaps I should say, the major issue was improper solicitation of 
clients, the solicitation of people whom he did not know. I found that 
he did solicit nine persons whom he did not know and also that he sent 
out certain questionable letters to diverse other persons. 

I could not go along with the majority opinion for many reasons, 
for instance you will find in there one statement to the effect that the 
attorney devised a scheme while he was in the State Department and 
that through this scheme and improper conduct he acquired 195 
clients whose claims totaled $14,000,000. 

To me that was a perfectly unwarranted conclusion. Not one of 
those 195 clients were brought before the Commission to show that 
there was anything wrong in the attorney’s representing them. If a 
pattern had been shown, if it had shown that there was improper in- 
fluence in 1 out of 20 or 1 out of 50, the Commission might have 
had some reason to make this conclusion. I could not go along with 
such a conclusion when, in my opinion, there was no evidence to sub- 
stantiate it. 

I did not pass on the issue as to whether or not. he did obtain clients 
in this way. If he did, it is not shown in the record. The only thing 
I could go on was the record and the complaint. 

I will say that there were certainly some things in the record that 
looked suspicious as to what the attorney might have done while he 
was in the State Department. But I don’t think that such evidence 
was conclusive and I don’t think it was pertinent to the complaint. I 
think that on the basis of the charges in the complaint and on the 
basis of the proper evidence my decision was a correct decision. 

Senator McCarran. What was your decision ? 

Mr. Baxer. My decision was, sir, that he was guilty of soliciting 
by sending announcements to certain persons that he did not know 
and several other violations, but that none of these violations were of 
sufficient character to warrant revocation of his right to appear before 
the Commission. 

I would like to conclude by saying this, Mr. Chairman, that I have 
tried to state my opinion, as I said, in a very humble way. I do not 
want to appear to be dogmatic about anything I have said, and I want 
to make it perfectly clear that I had no previous experience in the field 
of international claims. 
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Mr. Marvel has had a very distinguished career as an ambassador. 
Mr. McKeough is a former Congressman and a member of the House. 
They may very well be right. But, in my opinion, I cannot see the 
position they take. 

Senator McCarran. Allright. You have made a very frank and a 
fair statement of your position. You have a perfect right to exercise 
your best judgment. 

Now, gentlemen, these calls are coming in. We will have to sus- 
pend. We cannot continue any further this evening. 

The committee will be in recess until 10:30 tomorrow morning. 

(Whereupon, at 4 p. m., Monday, March 31, 1952, a recess was taken, 
the subcommittee to reconvene at 10:30 a. m., Tuesday, April 1, 1952.) 





